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The New York Legisla- 
ture of 1905 has amend- 
ed the Banking Law 
in several respects, with 
the view to improvement in the regu- 
lation, supervision and safeguarding 
of the business of banks and trust 
companies. This legislation has been 
published in successive issues of the 
Journal, including the present, July, 
number. It will be of interest to 
refer, collectively, to the particular 
subjects which have been legislated 
upon. 

The statute (section 600 of the 
Penal Code) making it a misde- 
meanor for a bank officer to over- 
draw his account was amended at 


Bank 
Legislation 
in New York. 


the recent session. The text of the 
amended law was published in the 
Journal for May at page 366, and 
referred to editorially at page 323, 
same number. The old law made it 
a misdemeanor for an officer, agent, 
teller or clerk of a bank, banking 
association or savings bank to know- 
ingly overdraw his account and 
“thereby wrongfully’’ obtain the 
bank’s money. The amended law 
added “‘director’”’ and ‘‘employee”’ to 
the specification of officers to whom 
the act has application, and to the list 
of institutions added “trust com- 
pany;” also enlarged the scope of 
the act, which formerly applied only 
to the transaction of overdrawing, 
by further making it a crime for the 
officer to ask for, receive or agree to 
receive, a commission or gratuity for 
procuring or attempting to procure 
a loan. The word “wrongfully” was 
also omitted from the amended law, 
so that it becomes a crime for an 
officer to knowingly overdraw ‘and 
thereby obtain the money” of the 
bank. The significance of the omis- 
sion of this word “wrongfully” was 
stated at length in our article here- 
tofore referred to. 

The subject of ‘“‘reports’’ was also 
legislated upon, and the law changed. 
Trust companies have been taken 
out of their former classification 
with savings banks and safe deposit 
companies which make semi-annual 
reports, and classed with the state 
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banks and individual bankers which 
report every three months on call 
of the superintendent. A further new 
requirement is that banks, individual 
bankers and trust companies must 
report preferential deposits separate- 
ly in manner and form prescribed by 
the superintendent. The Journal for 
May at page 351 and for June at 
page 385 contains full information 
upon these subjects. 

The State Finance Law was also 
amended by the last legislature by 
giving banks which are depositories 
of state moneys the option, instead 
of filing a surety bond, of depositing 
outstanding, unmatured, New York 
state bonds as security. Full text 
of the amended law with particulars 
as to amendment is published in the 
Journal for June at page 454; with 
comments at page 385 same number. 

Other matters of legislation at the 
1905 session are by way of amend- 
ment of the law as to the official 
examinations of banks and trust 
companies, with a new law requir- 
ing semi-annual examinations by 
directors and written report thereof; 
a new lawrequiring official communi- 
cations by the banking department 
to a bank, savings bank or trust com- 
pany, to be submitted by the officer 
receiving it, to the board of direc- 
tors or trustees; an overhauling and 
readjustment of the restrictions upon 
bank and trust company loans to 
any one person, reducing the amount 
from ‘one-fifth’ to ‘‘one-tenth” of 
paid-incapital and surplus, and mak- 
ing changes as to what constitute 
exceptions; and an amendment to 
the law empowering trust companies 
to act as guardian, trustee or re- 
ceiver of the estates of minors, which 
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was formerly limited to estates t! 
annual income of which was not le 
than $100, by removing this limit: - 
tion, thus granting the power as * 
all minors’ estates, irrespective 
amount. 

In our department of legislatio: 
in this number will be found the fu’ 
text of the acts passed by the legis- 
lature upon the above subjects; show- 
ing both the new laws, and the pa: 
ticulars in which former laws have 
been amended. 

The legislature of 1905 made an 
important amendment to the Trans- 
fer Tax law which took effect June 
1st, under which banks, savings banks 
and other financial institutions, hold- 
ing deposits or assets ‘‘belonging to 
or standing in the joint names of a 
decedent and one or more persons’’ 
are forbidden to deliver or transfer 
the same ‘‘to the survivor or sur- 
vivors’”’ unless ten days prior notice 
is given the State Comptroller, under 
penalty of $1,000 for failure so todo. 

This amendment has come as a 
surprise to the banking fraternity, 
many of whom at the time it was 
passed, and since, have been unaware 
of it, and as it is now in force many 
bankers may, even now, be innocently 
violating the law and rendering their 
institutions liable to the penalty. 
All such should, at once, familiarize 
themselves with the terms of the law 
which contains certain other require- 
ments as to payment ofthese deposits 
and take advice upon its legal effect. 

While the savings banks, more 
largely than others, carry deposits 
in joint names, payable to the sur- 
vivor, the commercial banks and 
trust companies aiso carry these ac- 
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counts to a considerable extent; 
furthermore, as the law applies not 
alone to deposits held jointly on 
open account, but to those represent- 
ed by certificates, as well as to secu- 
rities in safe deposit vaults held 
jointly, and to the transfer of bank 
shares so held, all classes of finan- 
cial institutions in the state are 
more or less affected. One dangerous 
result concerns the payment to a 
survivor, where the bank is ignor- 
ant of the death of his co-depositor; 
such cases are constantly arising. 
Elsewhere we publish an article 
giving the full text of the amended 
law and discussing its legal effect. 


We published in the June 
number an item upon the 
correct computation of law- 
ful reserve by national banks in which 
the printer made us say: ‘‘ Nine per 
cent. of the net deposits must be 
kept with the approved reserve agent 
banks” instead of ‘‘May” be kept, 
etc. As the item is short, we repub- 
lish it in corrected form: 

“Frequent inquiry is made from 
country banks as to how to correctly 
compute the ‘lawful reserve’ required 
by Section 106 of the National Bank 
act. What is the divisible deposit, 
and what may be included in the 
‘lawful money’ to constitute the 
fifteen per cent. for country banks? 
Neither the Act itself nor the pub- 
lished digest make the matter quite 
clear, in respect to allowable items. 
Simply stated, the deposits include 
all, except Government deposits, which 
exclude from the total. 

“Six per cent of this net deposit 
must be “lawful money” in bank, 


Lawful 
Reserve. 
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comprising the five per cent redemp- 
tion fund (where bank notes are is- 
sued), receipts for gold or silver de- 
posited in the United States Treas- 
ury and all kinds of other money in 
bank, except National bank notes, 
nickels and cents. 

“Nine per cent of the net deposit 
may be kept with the approved re- 
serve agent banks, constituting to- 
gether the required proportion of 
‘lawful reserve’ for the net deposits.” 


A movement has been 
under way in Philadel- 
phia to improve the 
present system for the 
collection of checks upon trust com- 
panies. Committees from the clear- 
ing house and from the trust com- 
panies have been in conference, and 
the result of the conferences and the 
present standing of the matter are 
set forth in a circular letter and re- 
port of the trust companies’ com- 
mittee, copies of which are published 
elsewhere in this number. It appears 
that the committees reached an agree- 
ment concerning the fees to be paid 
by trust companies sending exchanges 
through members of the clearing 
house association and concerning the 
collateral which each trust company 
should deposit with its clearing bank, 
but could not agree on the question 
of reserve to be held by trust com- 
panies, and thus the matter stands. 


Checks Upon 
Philadelphia 
Trust 
Companies. 


Methods of protecting 
depositors are subjects 
of constant thought 
and discussion. In the June JOURNAL 
we published a description* of certain 


Protection of 
Depositors. 





* See pp. 470, 471. 
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proposed legislation on the line of a 
reserve fund for the indemnity of de- 
positors, created by an annual tax 
of a fraction of one per cent. We 
observe that the State of Iowa has 
a law giving preference in payment 
to depositors over other creditors in 
cases of bank failure, and we publish, 
in this number,+ an interesting deci- 
sion of the Supreme Court of the 
State construing this law and defin- 
ing who are “‘depositors’’ entitled to 
preferred payment out of the assets 
and who are “general creditors,” 
who must be satisfied with what is 
left. 

At the recent convention of the 
Iowa Bankers’ Association, however, 
the bankers, after extended discus- 
sion, voted down a proposition look- 
ing to the insurance of bank depos- 
its, by creation of an insurance fund 


raised by a tax on all the banks. 


The appellate division 
of the New York su- 
preme court has de- 
cided, in effect, that 
any broker, or dealer in stocks, who 
owns a share of stock in a national 
or state bank and who desires a list 
of the bank’s stockholders to use in 
his business, is entitled not only to 
inspect the bank’s stock book for 
that purpose, but to make a com- 
plete copy of the list. This decision 
has been made in the case of Joseph 
W. Lorge, a dealer in stock and a 
stockholder of the Consolidated Na- 
tional Bank, whom the bank’s offi- 
cers allowed to see the stock book, 
but refused to permit him to copy 
the stock list for trading purposes. 


t At pp. 508, 509. 


Srockholder’s 
Right of 
Inspection. 
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It reverses the judgment of the spe- 
cial term judge, who upheld the bank. 
In the Journal for April we published 
an article upon the subject of the 
Stockholders’ Right of Inspection of 
the Books and Accounts of his cor- 
poration, embracing both the right 
at common law and under statutory 
provisions. We took the view that 
even though a statute, in apparently 
absolute terms, granted a stockholder 
a right of inspection, the enforce- 
ment or denial of this right was, 
nevertheless, a matter resting within 
the discretion of the courts, accord- 
ing as the desired inspection was for 
a proper or improper, honest or dis- 
honest, purpose. 

The appellate division in the Con- 
solidated bank’s case evidently recog- 
nizes this, for it says: ‘Doubtless, 
the court has power to withhold an 
inspection for an illegitimate purpose, 
and may regulate the time when the 
inspection shall be made. But where 
it is sought for a legitimate purpose, 
and the application is made during 
business hours, the right to such in- 
spection is mandatory.” 

This purpose, is the whole point 
upon which the decision hinges. Is 
it a proper and legitimate purpose, 
or otherwise, for a man whose busi- 
ness it is to buy and sell stock, and 
who owns one or more shares in a 
bank or other corporation, to look 
at the stock book and copy the en- 
tire stock list, for use in his business 
—approach the various stockholders 
with offers to buy their stock or to 
sell their stock on commission, or to 
sell them some other holder’s stock, 
accompanied by such appropriate 
“bull” or ‘“‘bear’’ arguments as oc- 
casion may require? Is such a pur- 
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pose good, and its results wholesome 
for the bank—the general body of 
stockholders—or the reverse? The 
Consolidated National Bank thought 
such a purpose improper, and the 
court at special term thought so too. 
he four appellate division judges 
unanimously think thecontrary; that 
it is a legitimate purpose for a share- 
holder, who is a dealer in stocks and 
bonds, to obtain a list of the stock- 
holders for trading purposes. 

If this decision is correct, then 
what is granted to one, must be 
granted to all. Every dealer in 
stocks and bonds, or in any other 
commodity or securities for that 
matter, who can make use of a list 
of stockholders in a bank or in any 
other corporation in aid of his busi- 
ness, will have the right, immediate- 
ly he becomes the owner of a single 
share of stock, not only to inspect 
the stock book, but to carry away 
with him a complete copy of the 
stock list. 

The bank has appealed this case 
and the New York court of appeals 
will pass upon this question. 


We publish a decision un- 
der the personal liability 
section of the Negotiable 
Instruments Law, rendered 
by the supreme court of Washington, 
which is deserving of more than pas- 
sing attention by officers of banks 
and other corporations who are in 
the habit, or occasionally called upon, 
to execute money obligations for or 
in the name of their corporation. 
The instrument in suit was a promis- 
sory note. Across the top was the 
name of a corporation. Then came 


Officers’ 
Personal 
Liability. 
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the note form, ‘‘we” promise to pay, 
etc.; then the signatures, ‘‘B, Presi- 
dent,” ““G, Sec’y.’? The decision is 
that B and G, president and secre- 
tary, are personally liable on this 
note. The name of the corporation 
at the top is held to be no part of 
the instrument, and there being no 
apt words in the note showing that 
the corporation was obligated, the 
note is held to be the personal obli- 
gationof Band G. The lesson taught 
by cases of this nature to officers of 
corporations is that, in executing 
supposed corporate obligations, the 
use merely of the suffix ‘‘president,” 
‘“‘secretary,’’ ‘“‘treasurer,’”’ or the like, 
is not enough; the instrument must 
disclose a principal who is obligated 
upon the instrument, to relieve the 
officer from personal liability. 


New points areconstant- 
ly arising. A national 
bank goes into volun- 
tary liquidation while abundantly 
solvent, its shares being worth at 
least $300. A mancomes along and 
buys six of the shares of one of the 
stockholders. Then he applies to the 
cashier for transfer of the shares on 
the books and the issue of a new 
certificate, but the cashier refuses, 
and this is the point: has or has 
not the purchaser of shares of a na- 
tional bank in voluntary liquidation 
the right to have the shares trans- 
ferred to him on the books of the 
bank? The Supreme Court of Wash- 
ington passes upon this point, and 
holds there is no right of transfer. 
It says stock of a bank in liquida- 
tion, either voluntary or involuntary, 
is not the subject of traffic and trans- 


Voluntary 
Liquidation. 
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fer in the regular way, and the pur- 
chaser of the stock becomes merely 
an equitable owner of the fund which 
will result to the stock after the final 
settlement of the bank’s affairs; but 
his right does not extend to be reg- 
istered as a stockholder or to receive 
a new certificate. 


In the JouRNAL for 
July, 1904 (at page 
495) we discussed the 
question of the proper address for 
presentment where a draft is drawn 
on “William Smith, Smithville, Mo., 
care First National Bank.’’ We ex- 
pressed the opinion that the words 
“care of First National Bank’’ desig- 
nated that bank as the address of 
the drawee at which the draft should 
be presented for payment and pro- 
tested for non-payment; and that it 
would not be necessary to present the 
draft at the residence of the drawee 
in thecountry. We now publish a de- 
cision in case of a draft similarly 
addressed—"W. S. G., Robert Lee, 
Texas, c-o Bank at Robert Lee,” 
but unfortunately the decision does 
not bear upon the point of our opin- 
ion. In the case now published the 
drawee had accepted the draft in 
general terms, and the question at 
issue was whether such acceptance 
was a contract to pay the debt in 
the county in which Robert Lee was 
situated. The acceptor was a resi- 
dent of another county and was en- 
titled to be sued in the county of his 
residence, unless he had contracted 
to pay in another county. The court, 
at first, held that the acceptor had 
not promised to pay the debt in the 
county in which was the town of 
Robert Lee, but afterwards held the 


Draft on “‘A, 
Care of Bank.” 
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sy 

contrary, namely, that as the dra‘! 

was addressed to him ‘at Rober 

Lee” and was accepted by him i 

general terms, it was the contract 
and intention that the debt shou'! 
be paid in that county. All of which 
is good, as far as it goes, but does 
not throw light upon a particular 
point upon which light is desirable, 
namely, where a draft is addressed 
“W. S.G., Robert Lee, Tex. c-o Bank 
at Robert Lee,” is the precise place 
of presentment and protest, the bank 
at Robert Lee, or, simply to G at 
Robert Lee? We have heretofore ex- 
pressed the opinion that the bank is 
the particular address of the drawee 
at which presentment should be made 
in such a case, but would be glad to 
have the opportunity of publishing 
a decision upon the precise point, 
which would afford a more authora- 
tative rule for guidance. 


The Negotiable Instru- 


The N.I. L. 
ments Law has. been 


enacted, the present year, in four 
more states, Kansas, Nebraska, 
Wyoming and Missouri. This, as we 
figure, makes 27 states, 1 Territory 
and the District of Columbia in 
which the law has now been passed. 
When it is remembered that 1897 
was the year in which the law was 
first enacted in the four states of 
New York, Connecticut, Colorado, 
and Florida, it will be seen that the 
rate of progress in the eight years 
which have since elapsed has been 
very good indeed. Illinois, Minne- 
sota, California and Texas are the 
most important states which have 
not, as yet, adopted the uniform law, 
but its advocates are busy there, as 
well as in most of the others. 
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A PRACTICAL SERIES 


ON 


THE LAW OF BANK CHECKS. 


A 


A course of study of the rules of law and the established customs of busi- 


ness which have grown up and now exist in the United States 
governing the issue, use and redemption of the bank check. 


Ill. CONSIDERATION. 


AS AFFECTING BONA FIDE HOLDERS. 
Bona fide holder not affected by equities. 

2. Enforceable rights of bona fide holder. 

3. What constitutes bona fide holder. 

. Payee may be a bona fide holder. 

5. Illegality as affecting bona fide holder. 

». Does Negotiable Instruments Law repeal 

avoiding state statutes. 
7. Payment of illegal check by bank. 


| N the last number we discussed the 

subject of consideration of checks 

as between immediate parties, 
drawer and payee, showing the neces- 
sity of consideration, the presumption 
of consideration, and the effect of want 
or failure of consideration, fraud or 
illegality of consideration as prevent- 
ing collection of the check by the party 
to whom originally issued. 

We now take up the situation where 
the check is in the hands of a trans- 
feree|of the person to whom it is 
originally delivered, and makeinquiry 
concerning the rights of a bona fide 
holder for value—a holder in due course 
—to enforce payment as affected or 
non-affected by want or failure of con- 


sideration, fraud, illegality of consid- 
eration or other matters invalidating 
the consideration of the check as be- 
tween the immediate parties. 


BONA FIDE HOLDER NOT AFFECTED BY EQUITIES. 


It is the general rule that, a check 
being a negotiable instrument, a bona 
fide holder for value before maturity 
without notice—a holder in duecourse 
—is not affected by a want or failure 
of consideration to the drawer, ora 
fraud upon the drawer by which the 
chec has been obtained, or, generally, 
by other matters of invalidity with 
respect to the consideration. Just 
what facts will, in exceptional cases, 
make the check invalid, even in the 
hands of a bona fide holder for value, 
will be stated as we proceed. 

Checks being primarily designed for 
payment, rather than circulation, were 
not, at first, universally accorded by 
the courts the same negotiable quality 
possessed by ordinary bills of ex- 
change. As late as the year 1892 we 
find the St. Louis Court of Appeals,* 
in a case where the drawer gave his 


* Famous Shoe Co. v. Crosswhite, 51 Mo. 
App. 55- 
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check to a thief for stolen mules which 
the latter indorsed for value to an 
innocent purchaser, holding the fol- 
lowing proposition: ‘“‘An ordinary 
check is not a negotiable instrument 
in the broad sense which would pro- 
tect a transferee, when it was found 
that it had been fraudulently pro- 
cured. But it is quasi negotiable, 
like certificates of stock in a corpora- 
tion, or a certificate of deposit in a 
bank.” But this antiquated judicial 
notion was promptly refuted by the 
supreme court of Missouri, which re- 
versed the judgment in this case,t 
and held that the check in question 
was a negotiable instrument and the 
holder’s rights must be governed ac- 
cordingly. The court said: ‘‘ The 
plaintiff (transferee) was not, in the 
first instance, bound to account for 
the possession of the check; but it 
being shown, as it was, that thecheck 
was procured by the payee by fraud, 
it then devolved upon the plaintiff to 
show that it was a bona fide holder. 
With such a showing, the plaintiff was 
entitled to recover. The agreed facts 
show that plaintiff took the check in 
the usual course of business, and paid 
full value therefor, without any no- 
tice of the fraud. The loss must there- 
fore fall upon defendants who issued 
and put it in circulation. To hold 
otherwise would overthrow what we 
understand to have always been the 
law in this state.” 

No further citation of authority is 
needed to support thestatement that 
a check, drawn in negotiable form, 
carries to the bona fide purchaser 
for value, before maturity, without 
notice, the same freedom from equi- 
ties between original parties, as other 
classes of negotiable instruments. 


+ 124 Mo. 34. 
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ENFORCEABLE RIGHTS OF BONA FIDE HOLDE 


What are the enforceable rights of 
the bona fide purchaser of a check, 
for value, before maturity, without 
notice of anything wrong about it? 

Speaking of the large majority of 
states where a check is not an as- 
signment and the drawer has the 
right to stop payment, the recourse 
of the bona fide holder of a dis- 
honored check is generally by suit 
against the drawer. Upon such suit, 
a valuableconsideration tothedrawer 
for the check isconclusively presumed, 
and the drawer cannot show a want 
or failure of consideration in defense 
of payment. But the drawer may 
show that the check was Obtained 
from him by fraud, theft or illegality, 
and when he establishes this, the bur- 
den is thrown upon the holder to 
prove that he gave value for the 
check in good faith, before maturity, 
without notice of defects in the in- 
strument or in the title of the per- 
son from whom he received it. Show- 
ing this, he is entitled to recover 
save in a few exceptional cases where, 
by force of some statute, illegality 
in the consideration makes the check 
void—mere waste paper—in all hands. 


WHAT CONSTITUTES BONA FIDE HOLDER. 


What constitutes a bona fide holder 
of a check? The Negotiable Instru- 
ments Law provides the definition: 

‘A holder in due course is a holder 
who has taken the instrument under 
the following conditions: 1. That it 
is complete and regular upon its 
face. 2. Thathe became the holder of 
it before it was overdue, and with- 
out noticethat it had been previously 
dishonored, if such were the fact. 3. 
That he took it in good faith and 
for value. 4. That at the time it 
was negotiated to him he had no 
notice of any infirmity in the instru- 
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ment or defect in the title of the 
person negotiating it.” 

The act further provides that ne- 
gotiation of a demand instrument 
an unreasonable length of time after 
issue will prevent the taker from be- 
ing deemed a holder in due course. 

We will not in this place, devoted 
to the subject of ‘‘Consideration,” 
go into details, by way of illustra- 
tion of particular facts, which will 
constitute the purchaser of a check 
a holder in due course, or which will 
deny to him the rights of such a 
holder. Such detailed illustrations 
will be more appropriate elsewhere. 


PAYEE MAY BE A BONA FIDE HOLDER. 


Generally, the payee of a check is 
the immediate party to whom the 
drawer delivers it; and whenever such 
is the case, the check is, of course, 
subjectin his hands to defense of want 
or failure of consideration; in short, 
to any equity which, as between the 
original parties, can be legally inter- 
posed by the drawer in defense of its 
non-payment. But that there are cir- 
cumstances under which the payee of 
a check may be a bona fide holder has 
been demonstrated in several cases 
which have come before the courts. 
In a Vermont case* one Barney, be- 
ing indebted tothe Rutland Provision 
Co., obtained from one Hall, his check, 
payable to the provision company, 
which Barney delivered to the com- 
pany. Hall defended payment on the 
ground that his check was an accom- 
modation, without consideration, and 
that the company having taken it as 
security for a pre-existing debt was 
not a holder for value. But the rule 
in Vermont—and very generally else- 
where; it being the rule of the Nego- 
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tiable Instruments Law—is that an 
antecedent or pre-existing debt is a 
valuable consideration, and the court 
held that the payee was a bona fide 
holder for value, entitled to enforce 
payment by the drawer. 

A further illustration is afforded by 
a Massachusetts case, decided under 
the Negotiable Instruments Law.t 
The drawer of a check handed it to 
her husband to deliver to the payee, 
to pay a debt owing by drawer to 
payee. The husband was alsoindebted 
to the payee, and used the check to 
pay his own debt. In an action by 
the payee against the drawer, it was 
held the payee was a bona fide pur- 
chaser of the check for value from 
the husband, without notice, and the 
drawer could not set up her hus- 
band’s fraud in defense of the check, 
nor maintain an action for money 
had and received after payment of 
it, on discovering the fraud. 


ILLEGALITY AS AFFECTING BONA FIDE HOLDER. 


We have already shown that the 
innocent purchaser of a check is pro- 
tected against defenses based upon 
want or failure ofconsideration, fraud, 
and other matters invalidating the 
consideration, which might be inter- 
posed by the drawer to defeat pay- 
ment of his check in the hands. of the 
party to whom originally delivered. 
Among other matters which the 
drawer may show in defense of pay- 
ment is that the check was given for 
an illegal consideration. There area 
large variety of considerations which 
are illegal because either (1) opposed 
to the general principles of the com- 
mon law, or (2) made illegal by 
statute. A consideration which vio- 
lates the rules of morality or which 





* Rutland Provision Co. v. Hall, 71 Vt. 208. 





+ Boston Steel Co. v. Steurer, 20 B. L. J. 458. 
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contravenes public policy would be 
illegal at common law. For exam- 
ple, a wager on the result of a prize- 
fight, or of an election, would be an 
illegal consideration, as opposed to 
sound morals and public policy. A 
consideration, not illegal at common 
law, might be made so by statute. 

Now, although a check or note, 
executed upon an illegal considera- 
tion would fail of enforcement, for 
that reason, between the original par- 
ties, the law, in pursuance of the 
general policy of protection to inno- 
cent purchasers of negotiable instru- 
ments, makes such instruments, as a 
general rule, valid and enforceable 
in the hands of bona fide purchasers, 
despite illegality in the original con- 
sideration, with this exception: that 
where a statute declares a certain 
consideration to be illegal, and in 
express terms or by necessary impli- 
cation, declares instruments given for 
or based upon the unlawful consid- 
eration, ‘‘ void,’”’ theinstrument gains 
no vitality by negotiation for value 
to an innocent purchaser and it is 
not enforceable even in his hands; 
although in such exceptional cases, 
he would have recourse upon his trans- 
ferror or any priorindorser, for breach 
of warranty of validity. 

The chief, if not the only, cases 
wherein statutes in some ofthe states 
—not in all—make negotiable instru- 
ments void even in the hands of in- 
nocent purchasers are those in which 
the instrument is based upon a usu- 
rious or gamingconsideration. Wher- 
ever such state statutes exist, an 
innocent-looking check of a respon- 
sible drawer, but based upon a con- 
sideration which makes the instru- 
ment void because of the statute, is 
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indeed a delusion and a snare to 
bona fide purchaser. 

It will not be expedient, her: 
give the particular statutory la’ 
each state upon this point. Me: 
enough will be shown to illust 
the subject in a general way. 
example, in Indiana, a man who 
chases a check from another which 
turns out to have been given by the 
drawer for a gambling debt, cannot 
make the drawer pay it, although 
full value has been given to the 
payee and the purchaser is inno- 
cent as to its origin. The check 
is void, so far as the drawer is con- 
cerned, by force of the Indiana stat- 
ute (sec. 4950 Rev. St. 1897) which 
provides that. ‘‘all notes, bills * * * 
or other securities made hereafter, 
where the whole or any part of the 
consideration thereof shall be for 
money or other valuable thing won 
on the result of any wager or for 
paying any money lent at the time 
of such wager for the purpose of be- 
ing wagered, shall be void.” This 
has been so held by the Indiana 
courts.* But the holder can come 
back on the indorser, for it is the 
law that in a suit by a bona fide 
holder against the indorser, the lat- 
ter cannot defend on the ground 
that the original contract was based 
on a gaming consideration, because 
an indorsement is a separate and in- 
dependent contract, and by it, the 
indorser warrants the validity of the 
originalcontract. Thesame thing was 
held in Pennsylvaniat where a man, 
playing at a faro table in Philadel- 
phia, gave his note for chips which 
he lost in the game. Recovery of the 
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* Irvin v. Marquett, 18 B. L. J. 279. 
+ Unger v. Boas, 13 Pa. 6c1. 
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iaker by an innocent indorsee for 
value was denied, but the court said 
the holder would have a remedy 
against the indorser on his indorse- 
ment. 

In West Virginia* a case came up 
where the loser in a game of poker 
gave the winner a post-dated check 
for $500 payable to an innocent 
merchant firm. The firm refused to 
cash the check until the loser prom- 
ised to pay it at maturity; then it 
handed over the cash to the winner. 
The court held that a note or check 
payable to the winner in a gaming 
transaction is void, and no suit can 
be maintained thereon, even by an 
innocent holder for value; but it 
made a distinction in favor of re- 
covery where the maker has induced 
the purchase by promising payment. 
It held that the firm cashing the 
check in this case could recover on 
it from the drawer, and the check 
was not void under the statute against 
gaming, because it represented a debt 
between the firm and the loser, with 
which the winner had nothing to do. 

The court stated this proposition : 
“The loaning of money to pay a 
gaming debt, not at the time thereof, 
but after such debt has been incurred, 
is not forbidden by the statute against 
gaming, even though the lender has 
knowledge for what purpose the 
money is going to be used.” 

In some states the statutes, while 
making instruments, the considera- 
tion of which is money won at gam. 
ing, void, expressly except innocent 
purchasers. The statute of Washing- 
ton, forexample, provides : ‘All notes, 
bills * * * the consideration for 
which shall be money, or other things 





* Hurlbut v. Straub, 21 B. L. J. 259. 
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of value, won by playing at any un- 
lawful game, shall be void and of no 
effect as between the parties to the 
same and all other persons, except 
holders in good faith without notice 
of the illegality of such contract or 
conveyance,” 

In a case which came before the 
supreme court of Washington* under 
this statute, it was construed to in- 
validate, in the hands of the payee, 
not only a check given for money 
won by the payee from the drawer 
before the check was given, but also 
a check given by drawer to payee 
for money which, after the giving of 
the check, was won by the payee 
from the drawer. But the court held 
that if such checks had been taken 
from the payee by an innocent pur- 
chaser in good faith, he would be 
entitled to recover their full amount 
from the drawer. 

As already said, no attempt is here 
made to give a complete statement 
of varying state law concerning the 
invalidity, in the hands of innocent 
purchasers, of checks based on illegal 
considerations; simply a few illus- 
trative cases have been cited where 
checks have been given for money 
won at gaming. We have cited no 
“‘usury”’ cases; they arise,principally, 
with reference to notes. Certainly 
the statutory policy of protecting 
innocent purchasers, no matter how 
illegal the original consideration, 
which has been adopted in Washing- 
ton and some other of the states, 
should be made universal. 

DOES NEGOTIABLE INSTRUMENTS LAW REPEAL 
AVOIDING STATE STATUTES ? 

An important question now arises : 

In states whose statutes heretofore 


* Ash v. Clark, 20 B. L J. 750. 





484 


avoided negotiable instruments based 
on certain specified illegal considera- 
tions, such as gaming and usury, 
even in the hands of innocent pur- 
chasers, has the enactment of the 
Negotiable Instruments Law in any 
such state, operated to repeal such 
statutes in their effect upon innocent 
purchasers? 

The pertinent provisions of the Ne- 
gotiable Instruments Law may be 
here brought into view. We have al- 
ready quoted the essential provisions 
of that act as to what constitutes a 
holder in due course, among which 
is the provision ‘“‘that at the time it 
was negotiated to him, he had no 
notice of any infirmity in the instru- 
ment or defect in the title of the per- 
son negotiating it.’’** The actfurther 
provides that ‘‘the title of a person 
who negotiates an instrument is de- 
fective within the meaning of this act 
when he obtained the instrument, or 
any signature thereto by fraud, du- 
ress, or force or fear, or other unlaw- 
ful means, or for an illegal considera- 
tion, or when he negotiates it in 
breach of faith, or under such circum- 
stances as amount to a fraud.’’+ And 
further that ‘‘a holder in due course 
holds the instrument free from any 
defect of title of prior parties and 
free from defenses available to prior 
parties among themselves, and may 
enforce payment of the instrument 
for the full amount thereof against 
all parties liable thereon.’’} 

Now, do the above provisions that 
the title of a person who negotiates 
an instrument is defective, when he 
obtained it ‘‘for an illegal considera- 

* Subdiv. 4, Sec. 91, N. Y. Act, 

t Sec. 94, N. Y. Act, 

t Sec. 96, N. Y. Act. 
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tion,”’ but that ‘‘a holder in cue 
course holds the instrument free from 
any defect of title of prior parties,” 
operate to repeal the statutes which 
make instruments based on usury or 
gaming considerations void, so iar 
as those statutes make the instru. 
ments void in the hands of innocent 
purchasers? In other words, do the 
above provisions write into all such 
state statutes an exception in favor 
of holders in due course? 

It has been held by the court of 
appeals of the District of Columbia 
in a well-considered case* under the 
gaming statute that the Negotiable 
Instruments Law has this effect. 
Prior to the enactment of the Nego- 
tiable Instruments Law, the old Brit- 
ish statutes against gamingt were 
in force in the District, under which 
bills or notes made upon gambling 
consideration were void and invalid- 
ated, even in the hands of innocent 
purchasers for value. Neither gam- 
ing consideration, nor that of usury, 
is mentioned in the Negotiable Instru- 
ments Law which was enacted by 
Congress for the District in 1899, but 
that act provides “that all laws of 
force within the District of Columbia, 
inconsistent with the foregoing pro. 
visions of this act, be, and the same 
are, hereby repealed.’’ The court, in 
determining the question, considered 
not only the express provisions of the 
Negotiable Instruments Law, but the 
policy and object of its enactment, 
which was “to establish a uniform 
system of law to govern negotiable 
instruments wherever they might cir- 
culate or be negotiated.”” The great 
4° Witt v. Stubblefield, 17 App. Cases, D. C. 
283. 

+ 16 Car. 2, Ch. 7 and 9 Anne Ch. 14. 
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object sought was ‘‘to free the nego- 
tiable instrument, as far as possible, 
from all latent or local infirmities 
that would otherwise inhere in it, to 
the prejudice and disappointment of 
innocent holders, as against all of 
the parties to the instrument pro- 
fessedly bound thereby.”’ ‘‘ This clear- 
ly could not be effected,” said the 
court, ‘‘so long as the instrument 
was rendered absolutely null and void 
by local statute, as against the origi- 
nal maker and acceptor; as is the 
case by the operation, indeed by the 
express provision, of the statutes 
of Charles and Anne. * * * As 
against the maker of a note, or the 
acceptor of a bill, the instrument 
was absolutely null and void, even 
in the hands of an innocent holder 
for value, taking the paper in due 
course before maturity. This was 
certainly an evil that required correc- 
tion ;”’ and the court holds that the 
Negotiable Instruments Law has cor- 
rected it. The court, after citing the 
pertinent provisions of that law, says; 
‘Consideration is illegal either at 
common law, or by statute. When 
the title to a bill or note is defective 
by reason of an illegal consideration 
at the common law, the instrument 
is good in the hands of an innocent 
indorsee for value against all par- 
ties. But not so where the consid- 
eration is made illegal by statute, 
and the instrument itself is declared 
to be null and void, as in cases of 
bills or notes made upon gambling 
or usurious transactions. * * * 
“It is difficult to conceive, if we 
bear in mind the object and policy 
intended to be promoted by, as well 
as the entire scope and express pro- 
visions of the Negotiable Instruments 
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Law, that the framers of that act 
ever intended to save and preserve 
unrepealed, the statutes against gam- 
ing. On the contrary, it was most 
clearly among the objects and pur- 
poses of that act, to get rid of all 
such impediments and hindrances to 
the circulation of negotiable instru- 
ments as has been created by those 
old statutes, and to embody the en- 
tire law upon the subject, as far as 
practicable, into one well digested and 
consistent act. * * * There is 
manifest inconsistency or repugnance 
between the effect and operation of 
those old English statutes, so far as 
they affect negotiable instruments, 
and the provisions and policy of the 
Negotiable Instruments Law. * * * 
We are clearly of opinion that the 
British statutes against gaming, so 
far as they might, or would, if in 
force, affect the validity of the nego- 
tiable instruments embraced by the 
act of Congress, are inconsistent with 
the provisions of the latter act, and 
they are therefore, to the extent that 
they are so inconsistent or repug- 
nant tothe act of Congress, repealed, 
and no longer, as to negotiable in- 
struments, in force in this District.” 

The New York Supreme Court, Ap- 
pellate Division,* has held that the 
defense of usury, as between original 
parties, has not been swept away 
by the Negotiable Instruments Law, 
but the inference to be derived from 
the decision is that a holder in due 
course is now protected in the en- 
forcement of a check or note, made 
void by former statutes. 

The reasoning and decision of the 
court of appeals of the District of 
also Simpson v. Hefter, 21 B. L. J. 408. 
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Columbia that the Negotiable In- 
struments Law validates and makes 
enforceable, in the hands of a holder 
in due course, an instrument avoided 
by former state statutes against 
usury and gaming, is doubtless the 
correct view; and such construction 
of the operation and effect of the act, 
if uniformly adopted by the courts in 
other states, will be an important 
step in the policy of protecting inno- 
cent purchasers of negotiable instru- 
ments against hidden vices. By rea- 
son of the widespread enactment which 
the Negotiable Instruments Law has 
already attained, the danger to banks 
and other innocent purchasers of 
checks, notes and bills, of losing 
their money by the unforeseen defense 
that the instrument was given fora 
gambling debt, or in an usurious 
transaction, will be very considerably 
minimized. 
PAYMENT OF ILLEGAL CHECK BY BANK. 


The question arises: Where a stat- 
ute in any state yet remains in force, 
under which a check, given for a 
gambling debt, is void, even in the 
hands of an innocent purchaser, 
would the bank upon which the check 
is drawn be protected if it paid the 
check without knowledge of what it 
was given for? We think so. The 
check is an order and authority to 
the bank to pay and even though it 
is void, and not an enforceable obli- 
gation in the hands of a purchaser, 
it does not follow that it should not 
have sufficient validity, as a written 
authority, to authorize and protect 
the bank in making payment where 
ignorant of its real character. A 
bank, of course, is not protected in 
paying the forged check of its de- 
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positor, void because forged. It 
not its depositor’s check. Buta ru 
which would make the bank suff 
from paying the genuinely writt« 
check of its depositor, void by decr: 
of law because of a hidden taint 
illegality, would be intolerable. 
upon no other ground, the depos 
tor could be charged with the mon 
paid upon it, by way of segtigence 
and estoppel. 

An interesting case once came be- 
fore the supreme court of California 
in which that court took the view 
that a bank was bound to honor its 
customer’s check, even though it 
knew it had been given upon an 
illegal consideration; but the case 
did not involve a statute which made 
the instrument, because of the con- 
sideration, void in all hands. The 
case was this* : Acustomerof a bank 
made a bet on an election and put 
up his check for $1,000 in the hands 
of a stakeholder. Betting on the re- 
sult of an election is forbidden and 
made a misdemeanor by the Cali- 
fornia Code. The customer lost his 
bet, and the bank thereafter paid 
the check with knowledge of the pur- 
pose for which it was given. The 
customer sued the bank for the 
money, alleging it to have been il- 
legally paid. The court justified the 
bank and said: ‘‘The question is 
simply whether the fact that the de- 
fendant knew that the money was to 
be used for an illegal purpose will 
enable the plaintiff to recover. A 
case can be imagined in which to 
pay a check might be to aid and 
abet a crime, but, even then, it is 
difficult to see how a guilty princi- 





* McCord v. California Nat. 
Diego, 7 B. L. J. 353. 


Bank of San 
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pal can sue the depository for obey- 
ing his orders. But independently 
of that consideration, it would not 
do to permit a banker to decline 
payment on the ground that bad 
ise is to be made of the money. His 
indertaking is to honor his custo- 
.er’s orders so long as he has suffi- 
cient funds in his hands; subject to 
certain limitations for the protection 
of the banker against spurious orders, 
the funds are intended and under- 
stood to be as much under the con- 
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trol of the depositor as though they 
were in his own safe. * * * The 
banker in paying a check is not in 
the position of one who purchases 
negotiable paper. He is a custodian 
of funds, and payment of a check of 
his customer, is payment to his cus- 
tomer, who is in no position to com- 
plain. And besides, public policy 
would not permit a banker to shirk 
his duty under such defenses.’’ 


(Continued in next number.) 


LOOSE LEAF BOOKS OF ACCOUNT AS EVIDENCE. 


\. correspondent writes asking ‘as 
to the admissibility in evidenceof loose 
leaf books’’ and for citation of any 
decisions which have been rendered 
by the courts on this point. We find 
no decisions of any of the higher 
courts bearing upon the admissi- 
bility of loose leaf books as a dis 
tinctive form, but believe they are 
admissible as evidence, to the same 
extent and for the same purposes as 
bound books of account, while hav- 
ing certain decided advantages in 
respect of convenience. 

‘A notched stick, pieces of board 
sawed out of a corn-crib, and boards 
upon which the measurement of lum- 
ber were kept, have all been held 
good books of original entry, and 
receivable in evidence.’’* 

“The manner of keeping the ac- 
counts and their purpose, is the 
important consideration, rather than 
the form of the books themselves.’’t 





* Cather v. Damerell, Neb. Sup. Ct. 1G04 ; 
citing Rowland v. Barton, 2 Har. (Del.) 288; 
Pallman v. Smith, 135 Pa. 188. 

+ Post v. Kenerson, 72 Vt. 341. 


Where accounts offered in evidence 
as books of original entries had 
been started in a small pass-book 
and continued on sheets of paper 
attached together, and were objected 
to on the ground that the entries 
made upon the sheets were not made 
at the time of their respective dates, 
the dates not all being in chrono- 
logical order, and the ink having the 
appearance of being fresh, indicating 
that the entries were made simul- 
taneously, it was held the account 
was admissible for whatever it was 
worth, going to the jury subject to 
criticism and cross-examination. { 

Where account books had become 
shop-worn, the outside covers and 
some inside pages lost, the threads 
binding the leaves in some cases 
loosened and leaves fastened to. 
gether with a pin, held, admissible, 
their -condition being a matter 
going to their weight and credi- 
bility with the jury.§ 

2 t Moore v. Morris, 41 Atl., 889. 
§ Weigle v. Brautigam, 74 Ill. App. 285. 
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THE NEW AMENDMENT OF THE TAXABLE TRANSFER LAW. 


EW YORK, as is well known, has 

a law taxing transfers of prop- 

erty of a decedent. Among the 
provisions of the Transfer Tax law 
is a section designed to enable the 
state to locate and collect the tax 
upon a decedent’s property in the 
hands of banks, corporations or in- 
dividuals, by requiring such deposi- 
taries to notify the state comptrol- 
ler before making a delivery of the 
property that he may investigate 
and determine whether it is subject 
to tax. The New York legislature 
the present year has made several 
amendments to the Transfer Tax 
law and among others has amended 
the section referred to, the amend- 
ments being of great importance to 
banks and other corporations hold 
ing property of a decedent.* 

The old section required a bank or 
other corporation to give ten days 
notice to the state comptroller be- 
fore paying deposits or transferring 
assets of a decedent to the executors, 
administrators or legal representa- 
tives and, in the absence of the comp- 
troller’s written consent, required the 
bank to retain a sufficient portion 
to pay any future assessed tax, with 
certain other requirements. By the 
amendment, ofa decedent is enlarged 
in scope and specification, so as to 
cover deposits or assets ‘belonging 
to or standing in the name”’ of a 
decedent ‘ or belonging to or stand- 
ing in the joint names of such a 
decedent and one or more persons,”’ 





* See Chapter 368, Sec. 227, Laws 1905 


and when deposits or assets are thus 
held jointly, delivery or transfer, in 
addition to being forbidden to the 
executors, administrators or legal 
representatives of the decedent, is 
also forbidden to the survivor or 
survivors, unless the required notice 
is given. 

Thus, it is seen, among other things, 
that joint deposits are specifically 
brought within the purview of the 
law and such deposits cannot safely 
be paid or securities transferred to 
the survivor of a decedent or to the 
latter’s legal representatives, until 
all the requirements of the law as to 
notice, consent and other matters 
have been complied with, upon pain 
ofa newly enacted penalty of $1,000 
upon the violating institution. 

Strange to say this amendment, 
while of the utmost importance in its 
enlarged effect, has come to the offi- 
cers of many of the banking institu- 
tions of the state, as a sudden and 
startling surprise, many such being 
in utter ignorance that the law had 
been thus amended, or even that 
such an amendment had been in con- 
templation by the legislature. Yet 
the law is now in force, having taken 
effect on the first of June, and the 
new duties or restrictions which it 
imposes upon bank officers in con- 
nection with the payment of joint 
deposit accounts, as well as upon all 
corporations or others, who may be 
called upon to transfer shares or de- 
liver securities held jointly, coupled 
with the heavy penalty imposed for 
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violation of its provisions, makes it 
incumbent upon the officers of all 
banks and other institutions in the 
state who have not already done so, 
to immediately become familiar with 
its terms and to take advice upon 
its legal effect. 

Following is the full text of the 
section as amended; the words print- 
ed in italics showing what has been 
added to, and the words quoted in the 
foot notes, showing what has been 
omitted from, the section as it former- 
ly stood. 

$ 227. Liability of certain corpor- 
ations to tax.—lIf a foreign executor, 
administrator or trustee shall assign 
or transfer any stock or obligations 
in thisstatestanding inthe nameof a 
decedent, or in trust for a decedent, 
liable to any such tax, the tax shall 
be paid to the state comptroller or 
the treasurer of the propercounty 


on the transfer thereof. No safe de- 
posit company, trust company, cor- 


poration, bank or other institution, 
person or persons having in posses- 
sion or under control securities, de- 
posits, or other assets belonging to 
or standing in the name of a deced- 


ent who was a resident or non-res- 
ident, or belonging to, or standing 
in the joint names of such a deced- 
ent and one or more persons, includ- 
ing the shares of the capital stock of, 
or other interests in, the safe deposit 
company, trust company, corpor- 
ation, bank or other institution mak- 
ing the delivery or transfer herein 
provided, shall deliver or transfer 
the same to the executors, admiinis- 
trators or legal representatives of said 
decedent or to the survivor or surviv- 
ors when held in the joint names of 
a decedent andone or more persons, 
or upon their order or request, un- 
less notice of the time and place of 
such intended delivery or transfer be 
served upon the state comptroller at 
least ten days prior to said de- 
livery or transfer; nor shall any such 
safe deposit company,trust company, 
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corporation, bank or other institu- 
tion, person or persons deliver or 
transfer any securities, deposits or 
other assets* belonging to, or stand- 
ing in the name of a decedent or be- 
longing to, or standing in the joint 
names of a decedent and one or more 
persons, including the shares of 
the capital stock of, or other inter- 
ests in, the safe deposit company, 
trust company, corporation, bank 
or other institution, making the 
delivery or transfer without retain- 
ing a sufficient portion or amount 
thereof to pay any taxt and inter- 
est which may thereafter be assessed 
on account of the delivery or transfer 
of such securities, deposits or other 
assets, including the shares of the 
capital stock of, or other interestsin, 
the safe deposit company, trust 
company, corporation, bank or other 
institution making the delivery or 
transfer, under the provisions of this 
article, unless the state comptroller 
consents thereto in writing. And it 
shall be lawful for the said state 
comptroller, personally or by repre- 
sentative, to examine said securities, 
deposits or assets at the time of such 
delivery or transfer. Failure to serve 
such noticet or failure to allow such 
examinations or failure to retain 
a sufficient portion or amount to pay 
such tax|| and interest as herein pro- 
vided shall render said safe deposit 
company, trust company, corpora- 
tion, bank or otherinstitution, person 
or persons liable to the payment of** 
the amount of the taxtt and interest 
due or thereafter to become due 
upon said securities, deposits or other 
assets, including the shares of the 
capital stock of, or other interests in, 
the safe deposit company, trust com- 
pany, corporation, bank or other 


* “ Of the estate of a non-resident decedent” 
omitted. 
t “And penalty” omitted. 
t “‘ And” omitted. 
§ “And” omitted. 
“ And penalty ” omitted. 
** “three times” omitted. 
++ And penalty” omitted. 
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institution making the delivery or 
transfer, and in addition thereto, a pen- 
alty of one thousand dollars; and the + 
payment of such tax and interest thereon, 
or of the penalty above prescribed, or 
both, may be enforced in an action 
brought{ dy the state comptroller in 
any court of competent Jurisdiction. 


What is the legal effect of the sec- 
tion as thus amended ? 

In the first place, confining this 
article to deposits, what accounts 
are covered’? The old law applied 
to deposits ‘‘ of a decedent;” the new 
law refers to deposits “ belonging 
to or standing in the name” of a 
decedent, “or belonging to, or 
standing in the joint names of such 
a decedent and one or more persons.” 

With reference to single name ac- 
counts, the old provision as to de- 
posits ‘‘of a decedent,’ is now 
changed to deposits “belonging to”’ 
or ‘“‘standing in his name.’ This 
elaborates the idea that the decedent 
need not necessarily be the owner ; 
if the deposit merely stands in his 
name, notice must be given before 
payment. 

But does this mean in his name in- 
dividually or will it cover deposits 
in his name held in a representa- 
tive capacity, as agent, trustee 
and the like? The law does not 
specify. Must a savings bank which 
holds a deposit of one person in 
trust for another, which the Banking 
Law in the event of the death of the 
trustee allows, in the absence of 
notice of a valid trust, the bank to 
pay to the person for whom the de- 
posit is made, give notice to the 
comptroller before so doing? Isa 
deposit standing in the name of A 


+“*payments as 
omitted. 

t ‘in accordance with the provisions of section 
235 of this chapter ” omitted. 





herein provided shall ”’ 
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in trust for B, where A dies, a de- 
posit standing in the name of a de- 
cedent within the meaning of the law 
as to notice to the comptroller, etc. ? 
The law is not clear on this point. 

As the law has been construed 
property transferred by gift inter 
vivos, not made in contemplation 
of death, is not taxable unless done 
with intent to evade its provisions.* 

And according to this construction 
if A made a deposit in trust for B, 
intending and declaring a gift of the 
money to B, upon A’s death B 
would be entitled to the deposit free 
from tax; while, on the other hand, 
if A never intended or declared a gift, 
but always retained title to the de- 
posit in this form, the transfer of the 
deposit, if of sufficient amount,would 
be taxable. In this light, it may 
be that the legislature intended that 
deposits standing in the name of a 
decedent in trust for another be re- 
ported to the comptroller, but the 
new law does not specifically men- 
tion this class of deposit, which is 
numerous in this state, while it does 
specify another numerous class, name- 
ly, joint deposits ; hence the doubt. 

Coming to two-name accounts, all 
deposits ‘belonging to or standing 
in the joint names of such a decedent 
and one or more persons”’ must be re- 
ported before payment to survivor or 
legal representative. 

The question has been asked, if a 
deposit stands in the names of 
{ohn Smith or Peter Smith’’ and 
John Smith dies, is this an account 
standing in the joint names of the 
decedent and another? Such an ac 
count is not in the joint names, but 
is several in form.t+ 


~* Matter of Spaulding, 49 App. Div., 549. 
+ See opinion of Vann J. in Augsbury v- 








In one case,{ referring to an ac- 
count in the names of “ Diedrich or 
George Grafing,’’ the court said that 
“the form of the deposit was in 
favor of either severally;” it was 
not the case ‘‘of a joint deposit, of 
a joint fund, belonging to the two 
depositors * * * the fund here 
was nota jointfund. *.* * The 
bank agreed in substance to pay 
to either depositor on the produc- 
tion of the pass-book. The several 
character of its obligation was not 
transformed by the death of one into 
an obligation to pay to the survivor 
alone.”” It would seem, therefore, 
that a deposit in the names of ‘‘ John 
or Peter Smith,” is not in their joint 
names But where John dies, and 
the money belonged to him, and the 
deposit was in this form for his con- 
venience, the provision as to de- 
posits “belonging to or standing 
in the name of a decedent’’ might 
be sufficient to require notice to the 
comptroller and compliance with the 
other provisions. 

Another question which the law 
raises is whether it will temporarily 
tie up all the active deposits of busi- 
ness partnerships in the state, firms 
such as “Smith and Robinson”’ or 
“Smith, Brown and _ Robinson.” 
Whenever Smith dies, will all the ac- 
tive funds of the concern be tied up 
while the comptroller is notified? 





Shurtliff, 180 N. Y. 144; also Mulcahey v. 
Bank, 89 N. Y., 438; Matter of Bolin, 136 N. 
Y.,177; DePuy v. Stevens, 37 App. Div. 289. 
But deposits in name of “ husband or wife or 
survivor’ have been deemed joint with pre- 
sumption of survivorship equally as a deposit 
to credit of “‘husband and wife.” Matter of 
Meehan, 59 App. Div. 158; McElroy v. Bank, 
8 App. Div. 46-192. 

tGrafing v. Irving Sav. 
Div. 566. 


Instn., 69 App. 
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True there is a distinction between 
partners and other joint parties with 
reference to the power or authority 
of one to sign or indorse for all and 
in other respects but, notwithstand- 
ing, a deposit in the names of the 
firm of “Smith and Robinson” is one 
standing in their joint names, and a 
serious question is raised concerning 
the applicability of the amended law 
to such cases. 

Banks carrying joint and survivor- 
ship accounts, often pay the survivor 
in ignorance of the fact of the death 
of the other party to the account. 
Technically, such a payment would 
be a violation of the amended law 
but, as the violation would be inno- 
cent and unintentional, we think the 
bank, in such case, would not be 
liable to the penalty. 

The further question has been sug- 
gested as to joint deposits: In cases 
where not only an account is in the 
joint names of A and B, but A and 
B are in reality, joint owners, dur- 
ing life, would the transfer to the 
survivor, upon the death of one, be 
suck a transfer as is taxable under 
the law, and if not, would there be 
any requirement to notify the comp- 
troller? Thesimple answer, without 
discussing the question of taxability, 
is that the requirement of notice to 
thecomptroller does not depend upon 
whether or not, the transfer of the 
deposit is taxable; the notice is to 
enable him to investigate the facts 
of the matter and either consent 
to the transfer free from tax, or 
impose the tax, as the case may be; 
hence, if notice is not given, the 
penalty is incurred. 

The foregoing has been, necessar- 
ily, simply a cursory review of some 
of the questions suggested by the 
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amendment to the law. Should par- 
ticular questions arise concerning 
its effect in special cases, the JOURNAL 
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will, if called upon to do so, inves- 
tigate and report upon these ques- 
tions to the best of its ability. 


UNCONSTITUTIONALITY OF INDIANA’S PRIVATE BANK LAW. 


The law passed by the last legis- 
lature of Indiana providing for state 
regulation of private banks has been 
held unconstitutional by Judge Fre- 
mont Alford of the Criminal Court 
in Indianapolisin a test case brought 
against Seth M. Richcreek, an In- 
dianapolis private banker, who was 
charged with violating the law by 
failure to file statements of condition 
with the Auditor of State. 

The court first reviewed the police 
power of the state and its limita- 
tions. It found it unnecessary to 
consider whether the state had the 
power to prohibit private banking, 
for the act in question did not pro- 
hibit but only attempted to regulate 
the business, thus conceding its law- 
fulness. 

The decision is that many of the 
regulating provisions are unconsti- 
tutional and void, hence the whole 
act must fall. Following are the 
main points: 

The provision that requires a pri- 
vate banker to reside in Indiana 
while conducting business in the 
state, deprives a citizen of another 
state of a right and privilege granted 
to citizens of this state and violates 
the fourteenth amendment to the 
Constitution. 

The law, as an act to regulate 
banking, is weak and _ insufficient. 
It contains no provision 


for examination by State Auditor 
for accumulation of a surplus 
limiting declaration of dividends 


against preference of creditors 
for publication of annual state- 
ments. 


While two annual reports are pro 
vided for, yet Auditor of State is not 
authorized to call for any special re- 
port or to make any examinations 
on suspicion of insolvency. 

In a word, so far as regulation is 
concerned, which is the very pur- 
pose of the act, the law trusts the 
matter wholly to the banker himself. 

The act is unjust and oppressive 
so far as it concerns persona! and 
property rights and violates the 
constitutional provision that no 
man’s property shall be taken by 
iaw without just compensation; and 
it would bring about injustice, par- 
tiality and discrimination and deny 
to many persons the equal protec- 
tion of the law. 

The provision that ‘real estate, 
bank furniture and fixtures shall not 
constitute more than one-third in 
amount and value of the entire cap. 
ital stock ”’ strips a private bank of 
two thirds of its value and is uncon- 
stitutional. 

The provision that the responsi- 
bility and net worth of the individual 
members of a private bank must be 
equal to an amount at least double 
the capital stock, violates constitu- 
tional provisions. 

The void provisions of the act are 
held to be so connected with and 
dependent upon the others, as to 
render the whole act void. 


ant 
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STOPPING PAYMENT OF A CERTIFICATE OF DEPOSIT. 


. Ordinarily payment must be made. 
Notice of equity against holder insufficient. 
Notice of fraud. 
Notice of loss at gaming table. 
Notice of loss or theft. 


Undelivered certificate. 


[* the June JOURNAL we considered 
the cases wherein it was proper 
and justifiable for a bank to 

refuse payment of its certified check 

to a holder demanding it under 
proper indorsement, upon notice 
by an alleged owner denying the 
right of the holder, accompanied by 
tender of indemnity to the bank. 
The cases which, we thought, should 
justify the bank’s withholding pay- 
ment until the rights of the con- 
flicting claimants were more defin- 
itely ascertained were those where 
an original holder or owner made 
a reasonable showing of loss or 
theft of the instrument, or that it 
had been obtained from him by 
fraud, or that the consideration for 
which he gave it was unlawful; but 
it was shown that -the assertion of 

a mere equity against the right of 

the holder demanding payment was 

not of itself sufficient to justify the 
bank in refusing it. 


ORDINARILY PAYMENT MUST BE MADE. 


We purpose continuing the inquiry 
with reference to certificates of de- 
posit. Both certificates of deposit 
and certified checks are very much 
alike in being direct obligations of 


the bank issued upon valuable con. 
sideration to whomsoever may hok| 
them under proper form of transfer, 
to pay the money they represent at 
allevents. They are, in a way, anal- 
agous to bank notes or currency 
whichthe bank, to maintain its honor 
and prestige, is bound to pay to the 
holder on presentation, without re- 
spect to any ordinary equity against 
payment which may arise out of some 
prior transfer. A depositor has the 
right to stop payment of his check 
for any failure of consideration 
or equity that is sufficient, thus 
preventing payment by bank to 
holder, and he is only, himself, 
liable to pay one who is an inno- 
cent purchaser. This because he is 
the primary debtor on his check 
and pays it by his agent, the bank. 
But immediately the check is certified, 
or a certificate of deposit is issued, 
the case is different. The instrument 
is now the direct obligation of the 
bank, for the payment of which its 
own honor is at stake. It is not 
subject to countermand of payment 
by the original depositor or promisee, 
nor is his notice to the bank and 
assertion of any ordinary equity 
against a subsequent holder, such as 
want or failure of consideration, suf- 
ficient to justify the bank in with- 
holding payment. It is only in extra- 
ordinary cases that it will become 
right and proper for the bank to re- 
fuse to honor its own obligation and 
the line of demarcation is not, as 
yet, veryclear and distinct. We shall 
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attempt, here, to briefly trace this 

line. 

NOTICE OF EQUITY AGAINST HOLDER INSUF- 
FICIENT. 

In the first place, as we have al- 
ready said, it is not sufficient for the 
payee of a negotiable certificate of 
deposit to go to the bank and say: 
“IT have transferred the certificate 
without consideration—or for a con- 
sideration that has failed; or the 
consideration is in dispute—the pres- 
sent holder is not, but I am, justly 
and equitably entitled to the money. 
If you pay it to any one but myself, 
you will do soat your peril.”” Sucha 
notice and statement, even if detail- 
‘ ing the facts showing ordinary want 
or failure of consideration, would not 
justify the bank in dishonoring its 
obligation by refusing payment to 
the holder under proper indorsement. 
The courts would not allow a bank 
to interplead the parties in such a 
case. We publish, in this number, 
an instructive case bearing on this 
proposition.* A trust company 
issued its negotiable certificate of de- 
posit which the payee deposited 
with the owner of a steamship, in 
lieu of cash, as security to save the 
owner harmless from acts of thechar- 
terer. Afterwards the payee noti- 
fied the trust company that he 
claimed the money represented by the 
certificate, protested against its 
payment to the holder and stated 
that if paid, he would hold the 
trust company responsible. The 
payee’s affidavit was to the effect 
that the certificate was held by the 
owner as collateral security against 
liens, that there were no liens and, 


* Hanna v. Manufacturers Trust Co. at page 
501. 


after defraying the expense of re- 
storing the ship to its original con- 
dition there would be a large sur- 
plus to which the payee of the certi- 
ficate was entitled. The owner de- 
posed to the contrary that there 
were certain liens of considerable 
amount which had to be met to 
save the ship from seizure. The 
trust company sought to interplead 
the payee and holder, but the court 
held the circumstances did not make 
out a case where the bank was en- 
titled to withhold payment to the 
proper indorsee and _ interplead. 
The trust company, it said, was 
directly bound by its contract to 
pay the proper indorsee and the 
assertion of a mere equity by the 
depositor against the holder did not 
justify it in disregarding its contract 
and seeking the intervention of the 
court. 
NOTICE OF FRAUD. 

It is an interesting question 
whether the bringing to the notice 
of the bank, by the payee of a 
negotiable certificate of deposit, of 
facts showing that it has been ob- 
tained from him by fraud, will 
justify the bank, assuming the 
matter of indemnity is arranged to 
its satisfaction, in withholding pay- 
ment and entitle it to bring the 
conflicting claimants into court by 
way of interpleader, or otherwise. 
On the one hand the certificate may 
be in the hands of an innocent 
purchaser and regard by the bank 
for its own prestige will dictate 
that it should not lightly dishonor 
its direct obligations of a negotiable 
character which pass current, al- 
most like money. On the other 
hand it should be the policy of the 
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bank, as of every one, to frustrate 
fraud in every manner possible and, 
when its depositor upon certificate 
brings to its notice that he has 
been defrauded in parting with it, 
it would seem the right and proper 
thing for the bank to withhold pay- 
ment until the holder demanding 
it satisfactorily establishes, either 
in or out of court, that he is an 
innocent purchaser for value. 

Doubtless a_ refusal of payment 
and defense of fraud upon the 
payee, could not be made and sus- 
tained by the bank of its own mo- 
tion. That is to say, it could not 
successfully defend payment of its 
certificate to a holder of the legal 
title by proper indorsement, by a 
claim that such holder had obtained 
it by defrauding the payee,where the 
latter had not asserted his objec- 
tions, notified the bank of the fraud 
and requested it not to pay, and 
the bank had not brought the con- 
flicting claimants into court by way 
of interpleader, or otherwise. 

The bank has contracted to pay 
its certificate to the proper indorsee 
and must do so,even if he is a holder 
of the legal title by fraud or theft, 
where the true owner does not com- 
plain and assert his rights. This is 
strikingly illustrated by a case which 
was passed upon by the New York 
Court of Appeals a few years ago.* 
A thief stole bonds, turned them into 
money and loaned the money on a 
note payable to bearer. The Court 
of Appeals held the maker of the 
note was liable on it to an assignee 
of the thief after maturity, and 
would have been liable on the note 
to the thief himself, despite the ma- 


* Warren v. Haight, 65 N. Y., 171. 
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ker’s defense that the money loaned 
on the note was the proceeds of 
stolen property, and the court said 


_it was not material that the owner 


had notified the maker not to pay 
and had tendered indemnity. It was 
pointed out that the way the true 
owner could have obtained redress 
would have been by being made a 
party to the action and making 
claim for the money due on the note 
as equitable owner. 

It has also been held that in an 
action by the assignee of a note 
against the maker, it was no defense 
to show that the assignment was 
made with the intent to defraud the 
creditors of the assignor.* 

In this class of cases there is fraud 
both by the transferring payee and 
on the part of the indorsee. The 
court in one of these cases said: ‘It 
is not the duty of the maker to see 
to the application of the money and 
it is even less his duty to fight 
the title of the creditors of the bank- 
rupt. What interest is it to him, if 
he is absolved from further liability 
by payment of his debt upon a judg- 
ment regularly obtained against him? 
If the creditors of the bankrupt had 
any claim upon these notes which 
they could vindicate, it was theirduty 
themselves, or by the assignee in bank- 
ruptcy, to interpose in this action.” 

But it is not very likely that a 
bank would, of its own motion, re- 
fuse to pay its certificate of deposit 
to a proper indorsee, according to its 
contract, asserting a fraud upon the 


* Newsom v. Russell, 77 N. C. 277; Holden 
v. Kirby, 21 Wis. 149. See also Hart v. Potter, 
4 Duer 458 and Winn v. Wilkins, 35 Miss. 186 
bearing upon the right of an accommodation 
maker to defend a note on the ground that it 
was obtained from the payee by fraud. 
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payee, where the payee himself had 
not interposed this claim and had 
himself made a party to any action 


brought by the holder of the certifi- - 


cate. The important inquiry is 
whether notice to the bank by the 
payee of acertificate that he has been 
defrauded, and a reasonable showing 
of such fact, will justify the bank in 
stopping payment and authorize it 
to interplead payee and holder. We 
believe the following proposition is 
correct: 

Where the payee of a negotiable 
certificate of deposit notifies the bank 
that it has been obtained from him 
by fraud and requests it to withhold 
payment upon tender of satisfactory 
indemnity, the bank is justified inso 
doing until the rights of the conflict- 
ing claimants are determined; and 
a case is made out which will entitle 
the bank to interplead the parties, 
or entitle the payee to be made a 
party to the holder's action against 
the bank, according as the practice 
in any particular state may be. 

While there is very little direct au- 
thority uponthis proposition, suchas 
there is, is in its support. The only 
case which we find directly involving 
stopping payment of a certificate of 
deposit uponaliegation of fraud by the 
payee is one that came before the Su- 
preme Court of South Dakota* a few 
years ago inwhich the refusal of pay- 
ment and bringing the conflicting 
claimants into court under such cir- 
cumstances was judicially sanctioned. 
In that case the bank stopped pay- 
ment of itscertificate on statement of 
the payee that it had been obtained 
from him by fraud. In an action by 
an indorsee against the bank, the 


* Dunn v. Nat. Bank of Canton, 11 S. D. 305. 
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court held that the original payee, 
who claimed to be the owner of the 
certificate, had the right to intervene; 
and it said: “It seems to be 
pretty well settled by the authorities 
that if a security has been stolen, 
lost or in any other way appropri- 


ated contrary to the rights of 
the holder, then such person does 
not acquire title to it until he 


proves that he took it bona fide 
for value.’’ The court held it was 
for the jury to say whether the holder 
had proved good faith and valuable 
consideration. 

NOTICE OF LOSS AT GAMING TABLE. 

Where the payee of a negotiable 
certificate, notifies the bank he has 
lost it at the gaming table, and re- 
quests payment stopped, does this 
justify and warrant the bank in re- 
fusing payment and interpleading 
the parties? In several cases this 
course has been adopted and sanc- 
tioned by the courts. 

Ina recent Colorado case* a man 
deposited money and received the 
bank’s negotiable certificate of de- 
posit, which he indorsed to the pre- 
prietor ofa gambling house for losses 
at faro. He notified the issuing 
bank of the facts and not to pay. 
The certificate was afterwards pre- 
sented by a bank which had pur- 
chased it in good faith, payment was 
refused, and the issuing bank inter- 
pleaded all parties. The Colorado 
gaming statute made the assignment 
of the certificate void, and the court 
held the innocent holder for value ac- 
quired no right thereto. Here is a 
case where the refusal of payment by 
a bank of its negotiable certificate of 





* Western Nat. Bank v. State Bank, 19 B. L. 
J., 844. 
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deposit, upon notice by the payee 
of its loss through gambling, and 
interpleader of the parties, was recog- 
nized as the proper practice and jus- 
tified by the result. The Negotiable 
Instruments Law of Colorado may 
have changed the rule so far as to 
protect the innocent purchaser but 
even so, under this decision, the 
bink would appear to be justified in 
withholding payment upon notice of 
the fact, at all events until the 
holder has established his rights «s 
an innocent purchaser.* 

A Wyoming caset also teaches 
that it is the proper practice for a 
bank, when it receives notice from 
the owner of a certificate that he 
has lost it at gaming, to withhold 
payment until the conflicting claims 
to the money are settled. That was 
a suit by the indorsee of certificates 
of deposit againt the bank. The 
bank made affidavit they were 
claimed by a third party, and the 
latter was Ordered to appear and 
maintain or relinquish his claim. 
He appeared and answered and the 
case proceeded as against him, the 
bank retaining the money in the 
meantime by order of the court. 
In this case, the original payee did 
not maintain his claim as against 
the indorsee, but so far as the bank 
was concerned, its course in with- 
holding payment and interpleading 
the parties was justified by the court 
as correct. It has the right to with- 
hold payment and interplead in 
such a case. 

But in a Missouri 

* See also Sullivan v. German Nat. Bank, 19 
BL. 1973: 

+ Kinney v. Hynds, 7 Wyo., 22. 


} Crenshaw v. Mining Co., at page 504 th's 
number. 


case] just 
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decided, where the holder of shares 
in a mining corporation bet them on 
an election and, having lost, trans- 
ferred the shares to the winner, the 
company was held obliged to recog- 
nize the winner's title and transfer 
the shares to him on the books, and 
could not set up the illegality of 
the consideration by winner to lgser 
as a defense. But in this case, it 
will be observed, the loser did not 
interpose objection against the 
transfer, Thecompany interposcdthe 
jection because it had already issued 
new shares to one who had _ sup- 
posedly purchased the shares of the 
loser at an execution sale on a judg- 
ment against such loser by a credi- 
tor, the purchase being subsequent to 
the transfer by loser to winner. The 
court held that neither the company 
nor the purchaser could interpose 
illegality of the transfer by loser to 
winner as a defense. Had the com- 
pany, at the loser’s request, invoked 
the aid of the court and brought 
him in as a party, the result, prob- 
ably, would have been different, in 
analogy to the distinction we have 
already noticed under the subject of 
“Praud.”’ 

Of course, a bank stopping pay- 
ment of its negotiable certificate at 
the behest of the payee who alleges 
its loss at the gaming table, should 
require satisfactory indemnity as a 
condition of so doing, equally as in 
cases where fraud is alleged. 


NOTICE OF LOSS OR THEFT. 


In the cases heretofore considered, 
the payee of a negotiable certificate 
has voluntarily parted with his title, 
but seeks to have the bank break its 
contract to pay the proper indorsee, 
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because of some fraud or unlawful 
consideration, by which he has been 
induced to pass it away. But where 
he has lost the certificate, or it has 
been stolen from him, he has never 
vOluntarily parted with it, and there 
is stronger reason, upon notice of 
loss or theft, why the bank should 
withhold payment. 

In such circumstances the chief 
point of inquiry seems to be, not 
whether the bank is justified in stop- 
ping payment to any holder who 
may thereafter present it—the duty 
to refuse payment is assumed—but 
whether the bank is entitled to in- 
demnity before paying the money 
to the original payee, or issuing a 
duplicate certificate to him. Upona 
negotiable certificate, the bank’s 
right to indemnity is generally 
recognized, as a pre requisite to pay- 
ment to original payee. But in a 
few of the states, the courts deny the 
bank’s right to indemnity where the 
payee proves that, where lost or 
stolen, the certificate was not in 
negotiable condition, not having 
been indorsed in blank by the payee. 
The danger here lies in the payee’s 
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fraud and perjury and has led some 
banks in the western states to issue 
non-negotiable certificates only. We 
have not space to cite the numer- 
ous cases which have been decided 
in the different states upon this 
branch of the subject, nor to refer 
to legislation in some of the states 
upon the subject of indemnity. 


UNDELIVERED CERTIFICATE. 


Where the payee of a certificate 
of deposit indorses it to another, 
and delivers it to the issuing bank 
with instructions to deliver to the 
indorsee when the latter delivers 
something to the bank in exchange, 
but the indorsee never accepts the cer- 
tificate, makes no claim to the deposit 
and never delivers anything to the 
bank, the bank should not refuse to 
re-deliver, or pay, the certificate to 
the original payee. The bank is merely 
the payee’s agent in such a case, the 
payee has the right to recall the 
certificate,and payment of the money 
to him by the bank would discharge 
the latter from all liability.* 
~* McGorray v. Stockton, etc. Society, 18 B. 
L. J. 269. 


NOTICE OF DISHONOR BY NOTARY. 


A notary’s certificate of protest, 
although it may certify to the giv- 
ing of notice of dishonor, is not 
evidence of that fact, unless a state 
statute expressly so provides. In 
some states, there are statutes giv- 
ing the notary’s certificate this ex- 
tended probative force; in others 
there are not. As the giving of 
notice of dishonor is largely done by 


notaries, it would be well if statutes 
making his certificate evidence of 
notice, where the notice of dishonor 
is given by him, as well as of pro- 
test, could be passed in all the 
states. As it is now, in the absence of 
authorizing statute, the notary has 
to testify independently concerning 
notice, when occasion requires. 
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BANKING LAW. 


THs Department embraces all the newly decided cases of importance to bankers, bank counsel 
and bank directors. The experiences they disclose are likewise worthy the careful attention 


and study of the merchant, the depositor and the bank student seeking advancement. 


Further 


information regarding any case published herein will be furnished on application. 


INSPECTION BY NATIONAL 
BANK STOCKHOLDER. 





Stockholder’s right to inspect stock book of na- 
tional bank and to copy stock list. 





People ex rel Joseph W. Lorge, appellant, v. The Consoli- 
dated National Bank, respondent, New York Supreme 
Court, Appellate Division, First Dept., May, 1905. 





A dealer in stocks and bonds, who owned stock 
in a national bank, was, at his request, shown the 
stock book at the bank, but was denied permis- 
sion to make a copy of the list of stockholders, 
which he desired in order to negotiate for the pur- 
chase of stock. On application to the court, 

Held: Both by Federal and State statute the 
bank is bound to keep its stock book open for the 
inspection of its shareholders, whose right of in- 
spection includes the right to make such copies 
and memoranda and extracts from the book as 
will enable the shareholder to retain the informa- 
tion disclosed by the inspection. The court has 
power to withhold an inspection for an illegiti- 
mate purpose and may regulate the time when 
the inspection shall be made. But where sought 
for a legitimate purpose, and application is made 
during business hours, the right to inspection is 
mandatory. In this case the purpose of the stock- 
holder was legitimate and he had a right to make 
a copy of the stock list. 





Appeal from order denying motion 
fora peremptory writ of mandamus. 
Order reversed, and motion for per- 
emptory writ of mandamus, granted. 


Hatcu, J. The relator is a stock- 
holder of the defendant bank, owning 
ten shares of stock. After he became 
such owner, he applied to the bank for 


leave to make a copy of the list of stock- 
holders of the bank; this request was 
refused by its officers. Thereafter he 
called at the bank during business hours 
and asked to see the stock book. The 
same was exhibited to him, and he 
commenced to make a copy of the list 
of stockholders, when the officers of the 
bank removed the book and refused to 
permit him to make a copy of any 
memorandum therefrom. The relator 
contended that he had a right so to do, 
and stated that unless he were permit- 
ted to make a copy of the list of stock- 
holders he did not careto inspect the 
book. The relator admits that he isa 
dealer in stocks and bonds and that he 
desired to obtain a list of the stockhold- 
ers of the bank in order that he might, 
for a legitimate purpose, negotiate for 
the purchase of stock; and denies that 
he intended to make useof the informa- 
tion for any purpose inimical to the in- 
terests of the bank. Upon this motion 
it was made to appear that, since the 
demand for an inspection, the relator 
had purchased 110 additional shares of 
stock of the bank. 

It is settled by authority that a right 
of inspection and examination of cor- 
porate books existed at common law, 
that the statute has not taken away 
such common law right but has ampli- 
fied it (Matter of Steinway, 159 N. Y. 
250). The distinction between the 
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right at common law and the statutory 
right is, that in the former case the 
power to compel an exercise of the 
right is discretionary, while in a case 
brought within the terms of the statute 
it is mandatory. 

Section 5210 of the U. S. Revised 
Statutes provides that the president 
and cashier of every national bank shall 
at all times cause to be kept a full and 
correct list of the names and residences 
of all the shareholders of the associa- 
tion and the; number of shares held by 
each, in the office where its business is 
transacted; ‘‘such list shall be subject 
to the inspection of all the shareholders 
and creditors of the association, and 
the officers authorized to assess taxes 
under stat2 authority, during business 
hours of each day in which business 
may be legally transacted.” A verified 
copy of suchilist is also required to be 
furnished to the Comptroller of the 
Currency. 

Pursuant to the provisions of § 29 of 
the Stock Corporation Law of the State 
of New York, every stock corporation 
is required to keep correct books of ac- 
count of all of its business and transac- 
tions, and also a book to be known as 
the stock book, which book shall be 
open daily during at least three busi- 
ness hours for the inspection of its 
stockholders and judgment creditors, 
who may make extracts therefrom. 
Section 53 is made applicable to foreign 
corporations and requires a stock book 
to be kept in the same manner as for 
a domestic corporation, provides for 
the right of inspection and requires the 
same to be kept open daily during 
business hours. 

It appears, therefore, that by both 
Federal and State statutes, the corpora- 
tion is bound to keep its stock book 
open for the inspection of its share- 





holders. It is said, however, that the 
State statute does not apply to the de- 
fendant because it is a foreign corpora- 
tion. The contrary was held in Tuttle 
v. Iron Nat. Bank, 170 N. Y., 9. The 
Court in that case 1eferred to the Bank- 
ing Act (§ 4) under which the defend- 
ant was organized, as authority there- 
for. Therein it is provided that na- 
tional banking associations are ‘‘to be 
deemed citizens of the States in which 
they are respectively located ; and in 
such cases the Circuit and District 
Courts shall not have jurisdiction, other 
than such as they would have in cases 
between individual citizens of the same 
States.”” Authority is cited to show 
that the Courts of this State have uni- 
formly held that they have jurisdiction 
in actions against national banks and 
have exercised the same in due course. 
These authorities establish that the re- 
lator had the right of inspection of the 
stock book at a proper time and place. 

The right of inspection thus given is 
to inform the shareholder of the facts 
appearing in the book, so that he may 
act thereon. He is entitled to all of 
the information disclosed by the book. 
It is not to be presumed that he can 
carry in his memory all of its contents; 
and as the inspection is granted for the 
purpose of informing him concerning 
the matter, he has the right to make 
such copies and memoranda as will 
make the inspection effectual not only 
by conveying to his mind the contents 
of the book, but also by enabling him 
to retain the same in such form that he 
may act thereon for any legitimate 
purpose. The right of inspection, there- 
fore, carries with it the right to make 
such extracts from the book as will en- 
able the shareholder to retain the in- 
formation disclosed by the inspection. 
Doubtless, the Court has power to 
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withhold an inspection for an illegiti- 
mate purpose, and may regulate the 
time when the inspection shall be made. 
But where it is sought for a legitimate 
purpose, and the application is made 
during business hours, the right to 
such inspection ismandatory. The re- 
lator had the right to purchase the 
stock of the bank on such terms as 
might be agreed upon between the 
owner and himself,and he had the right 
to resort to the stock book for the pur- 
pose of acquiring knowledge as to who 
were its stockholders and to preserve 
such information in permanent form by 
making a copy of the names. As is 
disclosed by the record, this was his 
object in making a demand for inspec- 
tion and taking memoranda therefrom. 
This was within his clear legal right 
to do; and as this right has been denied, 
it follows that the order should be re- 
versed with $1o casts and disburse- 
ments, and a motion for a peremptory 
writ of mandamus granted with $10 


costs. 


PatTeRsoN, O'Brien and LaAuGHLIn, 
J. J., concur. 


CERTIFICATE OF DEPOSIT. 


Payee cannot stop payment to indorsee on notice 
of mere equities—Pank cannot withhold pay- 
ment and interplead payee and holder. 


Hanna v. Manufacturers’ Trust Company, New York Su- 
preme Court, Appellate Division, Second Department, 
April 21, 1905. 


A bank issued a negotiable certificate of deposit 
to the charterer of a steamer, who indorsed it to 
the owner under an agreement to deposit cash or 
security with the owner. The owner indorsed the 
ertificate to another, and the original payee no- 
tified the bank not to pay, claiming certain equi- 
The bank asked the court to interplead 
payee and holder. 

Held: The circumstances do not make out a 


ties, 
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case where the bank is entitled to withhold pay- 
ment to the proper indorsee and interplead. There 
must be some reasonable foundation for the payee’s 
claim, and the assertion of a mere equity is not 
enough. The bank is not a stakeholder between 
the proper indorsee and the claimant in such a 
case, and is liable upon its contract to pay the 
proper indorsee of the certificate. 


Appeal from Special Term, Kings 
County. 


Action by William E. Hanna against 
the Manufacturers’ Trust Company, in 
which defendant moved for an inter- 
pleader. From an order granting the 
motion, plaintiff appeals. Reversed. 


Jenks, J. I think that the defendant 
cannot sustain its order of interpleader. 
The action is brought upon two certifi- 
cates of deposit issued by the defend- 
ant. The certificates represent depos- 
its made by the Nautical Preparatory 
School, as charterer, pursuant to the 
sixteenth article of a charter party be- 
tween it and the International Mercan- 
tile Marine Company, owner of the 
steamship Pennsylvania. That article 
permitted the charterer to give a bond 
of a surety company, or to make a de- 
posit in cash with the owner; ‘‘the 
terms of the bond or of the deposit be- 
ing the same” as the bond agreed upon 
in the eleventh article. Such bond was 
to hold and to save the owner and its 
steamship hirmtess from all claims or 
demands arising, asserted, or pretended 
by reason of any act, contract, or omis- 
sion of the charterer, and was also con- 
ditioned that the charterer should at the 
expiration or other termination of the 
charter, at its own expense and charges, 
restore the steamship to the same con- 
dition she was in at the time of the 
execution of the charter party. 

The two certificates of deposit were 
transferable. They were indorsed by 
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the charterer to the owner, and, with- 
out question, represent a partial com- 
pliance with the requirement that there 
should either be a bond, or the bond of 
a surety company, or a deposit in cash 
with that owner. The plaintiff is the 
indorsee of that owner. The certificates 
were ‘‘intended to represent moneys 
actually left with the bank for safe- 
keeping, which are to be retained un- 
til the depositor actually demands 
them.” Daniel on Negotiable Instru- 
ments, vol. 2, § 1698a. They have the 
attributes of negotiable promissory 
notes. Pardee v. Fish, 60 N. Y. 265; 
Frank v. Wessels, 64 N. Y. 155; Matter 
of Baldwin’s Estate, 170 N. Y. 156. 
The depositary became liable to deliver 
the deposit to any holder of the certifi- 
cate to whom it was properly indorsed. 
Nat. Bank of Ft. Edward v. Washing- 
ton County Nat. Bank, 5 Hun, 605, ap- 
peal dismissed, 72 N. Y., 606; First 
National Bank v. Clark, 42 Hun, 16; 
Morse on Banks & Banking, § 300. 
Section 820 of the Code is governed 
by the principles which applied to the 
old action of interpleader.* The basis 
of the defendant’s motion was an al- 
leged claim of Newhall, as receiver of 
the depositor (the charterer of the. 
steamship); and hence I must inquire 
wh:>ther, as between the plaintiff and 
such receiver, the defendant is a mere 
stakeholder for one or the other who 
claim the stake, and whether, un- 
der the circumstances, the defendant 
may acquit itself by a payment into 





* Sec. 820 provides that a defendant, against 
whom an action to recover on a contract is 
pending, may, before answer, on proof that a 
person not a party makes demand for the same 
debt, apply for an order to substitute that per- 
son in his place and to discharge him from 
liability, on his paying the debt as the court 
directs. 
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court. Bassett v. Leslie, 123 N. Y. 396. 
The defendant shows that it has been 
notified by Newhall, as receiver, that 
he claims the right to demand, collect, 
and receive the funds against which the 
certificate was issued, and that he is the 
owner thereof, ‘‘or tohave some special 
property therein or right to receive the 
same, the particulars of which are set 
forth in the affidavit of said George H. 
Newhall, which is hereto annexed, and 
which has been filed with deponent on 
behalf of said George H. Newhall,” 
and that said Newhall has protested 
against payment, and notified it thatin 
event of such payment he will hold the 
defendant responsible. But the affidavit 
of Newhall, which avowedly is the 
ground for this statement of the de- 
fendant, and hence is the criterion 
thereof, does not justify the statement. 
Now Newhall deposes that the certifi- 
cates are simply held by this owner as 
collateral security against liens, that no 
liens have been filed, and, ‘‘ on informa- 
tion and belief, that the amount re- 
quired to restore said steamship to the 
condition she was in at the time of the 
execution of said charter party would 
be much less than the sum of $10,000, 
and that he is entitled, as receiver as 
aforesaid, to the difference between the 
amount required so to restore said 
steamship and said sum of $10,oooand 
the accrued interest.” Thus Newhall 
does not assert any present right to the 
deposits or the certificates thereof. He 
does not deny the right of the owner 
of the ship to hold the deposits as se- 
curity for liens, and to meet the expense 
of restoration,.in accord with the terms 
of the charter party; but he bases his 
claim upon the assertion that there are 
no liens, and that there will be a surplus. 
over the amount required for such pur 

pose to which he will be entitled. Op 
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posed to the bare assertion that there 
are no liens is the deposition of the 
manager of the owner that certain speci- 
fied libels based upon the breaches of 
contract by the charterer have been 
filed to the amount of $10,240, which 
the owner has been compelled to meet 
with an undertaking in order to save its 
ship from seizure. 

The interpleader represents an at- 
tempt of the receiver to impound the 
deposits which under the terms of the 
charter party were made in part fulfill- 
ment of the sixteenth article, that the 
cash should be deposited with the owner, 
in lieu of which the certificates thereof 
were indorsed over, without his asser- 
tion of any right thereto, save that there 
are no liens, and unless there be a sur- 
plus after the expense of restoration. 
But the charter party did not make the 
trust company a depositary to hold the 
money until there was no peril from 
liens, or to disburse it as required to 
meet the expense of restoration. I see 
no reason why the defendant has any 
right to hold the deposit for either of 
these purposes merely upon a request 
from the receiver. The defendant is 
not bound to pay the deposits, except 
upon production and surrender of the 
certificate properly indorsed. Read v. 
Marine Bank, 136 N. Y. 454; Cottle v. 
Marine Bank, 166 N. Y. 53. And it can- 
not avoid its obligation by interpleader 
sought upon such a claim asis presented 
by thisrecord. United States Trust Co. 
v. Wiley, 41 Barb. 477; Third National 
Bank v. Skillings Lumber Co., 132 
Mass. 410; Bassett v. Leslie, supra. It 
is not a stakeholder between the proper 
indorsee of the certificate and such a 
claimant. In United States Trust Co. 
v. Wiley, supra, the court at Special 
Term said: 

‘*No case can be found in the books 


where a debtor has ever,sustained a bill 
to interplead his creditor and an out- 
sider—a mere stranger—who had no 
other claim to assert than ajmere equity 
against the creditor to reach the fund 
loaned, and this really is all there is in 
this case. The case seems to me too 
plain for discussion or the citation of 
authorities.” 

The General Term, in its affirmance, 
said: 

‘«The trust company; have agreed to 
pay the deposit to certain persons, with 
interest. They cannot invoke the inter- 
vention of this court to disregard that 
contract, and inquire into the equities 
existing between the depositors and a 
class of persons who have no immediate, 
but only remote and contingent, rights 
(if any) in respect to the fund.” 

Under all circumstances, it is not 
enough that aclaim has been made, but 
it must appear that the claim has some 
reasonable foundation, so that the court 
can see the necessity of the shield sought 
for. Wells v. National City Bank, 40 
App. Div. 498; Post v. Emmett, 40 
App. Div. 477; Lateer v. Prudential 
Insurance Co., 64 App. Div. 423. So 
far as the restoration of the ship is con- 
cerned, the receiver but deposes on in- 
formation and belief, without further 
reference, that the amount required 
would be much less than $10,000, while 
he is opposed by an affidavit of the own- 
er’s naval architect, who had a share in 
the designs for the ocean steamships 
St. Louis and St. Paul, and who super- 
vised the building of the ocean steam- 
ships St. Louis, St. Paul, Kroonland, 
and Finland, who was familiar with the 
former and the present condition of the 
Pennsylvania, and who deposes that 
the cost would be at least $10,000. 

I think that the order must be re- 
versed. 
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EXCHANGE OF NOTES AS CON- 
SIDERATION. 





Where A gives his note to B, in exchange for B’s 
note to A, and B defaults in payment of his 
note, there is a good consideration for A’s 
note; and while A might counterclaim B’s de- 
fault in an action by the latter upon A’s note, 
such default is no defense to the payment of 
A’s note in the hands of a holder in due course. 
An indorsee before maturity as security for a 

re-existing debt, is such a holder under the 
Negotiable Instruments Law. 





Milins v. Kauffman, New: York Supreme Court, Appellate 
Division, First Department, May 5, 1905. 





Action by Edward Milins, indorsee 
against E. J. Kauffman, maker of a 
promissory note. The payee had in- 
dorsed the note to plaintiff before ma- 
turity to secure a pre-existing debt. 
The maker had exchanged notes with 
the payee, and the latter had defaulted 
in payment of his own note. The maker 
contended that as the payee could not 
have enforced payment by reason of 
default in payment of his own note, the 
same defense was good against the in- 
dorsee who, having taken the note for 
a pre-existing debt, was not a bona fide 
holder. Judgment for defendant is re- 
versed. 

Held: There was a good considera- 
tion for the note as between the original 
parties; the execution of the notes con- 
stituted an executed contract and it was 
the duty of each to the other to pay his 
note at maturity, and while the defend- 
ant might have a counter claim for the 
non-payment of the payee’s note, he 
could not defend against the payment 
of his own on the theory of failure of 
consideration on account of the payee’s 
default. Rice v. Grange, 131 N. Y. 
149. Plaintiff, having taken the note as 
security for an antecedent debt, is a 
holder for value (Sec. 91, Neg. Inst. 
Law) and the note, in his hands, is not 
subject to the defense of want or fail- 
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ure of consideration, or that the payee 
had subsequently failed to perform his 
obligation of paying his own note. 


ILLEGAL CONSIDERATION FOR 
STOCK TRANSFER. 





Mining stock assigned in consideration of wage! 
on result of election—Assignee takes title and 
can demand book transfer—Corporation can 
not defend on ground that stock has been trans 
ferred on books to a subsequent purchaser ot 
thestock at execution sale on judgment against 
original owner. 





Crenshaw vy. Columbian Mining Co. et al., Kansas City, Mo. 
Court of Appeals, March 6, 1995. 





B, the owner of shares in a mining corporation, 
wagered them with C on the result of an election, 
and having lost, assigned and delivered the shares 
to C, but the shares were not transferred to C on 
the company’s books. Subsequently, on a judg- 
ment against B, the shares were sold on execu- 
tion and purchased by E, to whom the company 
transferred them on the books. 

In an action by C against the company and F, 
to compel transfer of the shares on the books to 
him, and for unpaid dividends, judgment is ren- 
dered in his favor, it being held that C took title 
to the stock by delivery, book transfer not being 
necessary to complete it, and although the con- 
sideration upon which he obtained the stock was 
illegal, neither the company nor E can interpose 
such illegality as a defense. While the courts re- 
fuse to enforce unlawful contracts or afford relief 
from such contracts, the rights of C in the pres- 
ent case are based upon a showing independent 
of the anterior illegal transaction, and are gov- 
erned by the principle that ‘‘a party seeking to 
recover on a contract cannot be defeated from 
recovery by reason of illegality in his prior con- 
duct, when he can make out his case independ- 
ently of his illegal conduct.” 





Appeal from Circuit Court, Bates 
County. 


Suit by G. L. Crenshaw against the 
Columbian Mining Company and oth- 
ers. Judgment for plaintiff. Defend- 
ants appeal. Affirmed. 


Shares Nos. 25, 26 and 27 in the Col- 
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umbian Mining Company were issued 
toH. C. Brandon. On November roth, 
1896, Brandon assigned and delivered 
the stock to G. L. Crenshaw, the con- 
sideration being a wager on the result 
of anelection. Crenshaw received divi- 
dends on the stock in the years 1897 
and 1898, the secretary of the mining 
company knowing that he held the 
stock, but it had not been transferred 
to him on the company’s books. After 
the assignment of the stock by Brandon 
to Crenshaw, a creditor of Brandon ob- 
tained judgment against him, and the 
stock was sold under execution and pur- 
chased by one Egger, and afterwards 
transferred on the books of the com- 
pany to Egger. 

This suit was by Crenshaw against 
the mining company and against Egger, 
to compel the company to transfer the 
shares on its books to him and for a 
judgment for the amount of unpaid divi- 
dends. Plaintiff had judgment, which 
is affirmed on appeal. 

The company’s contention was that 
as the consideration for the sale of the 
stock to Crenshaw was unlawful, a court 
of equity will not interfere to aid him 
in consummating it. 

The contention of Crenshaw, on the 
other hand, while admitting the prin- 
ciple that where the establishment of 
plaintiff’s cause of action requires the 
proof of an illegal transaction to sustain 
it, the courts will deny the plaintiff any 
aid, was that ‘‘if the plaintiff can estab- 
lish his cause of action without proof 
of an illegal transaction, although his 
first connection with the subject of the 
transaction may have been in violation 
of positive statute or against public 
policy, the doctrine of ‘clean hands’ 
does not apply.” 

In affirming judgment for plaintiff 
Crenshaw, the court 


Held : Under the Missouri statute, 
betting on the election was contrary to 


‘law, and not only was the act unlawful, 


but the loser, creditors, heirs or admin- 
istrator could recover the property lost 
provided suit was instituted for that 
purpose within three months from the 
time the cause of action accrued. No 
action was instituted by Brandon or any 
other person authorized to sue for the 
recovery of the stock in question. 

The assignment and delivery of the 
stock by Brandon to Crenshaw com- 
pleted his title to the same, unless the 
by-laws of the company requiring such 
transfers on its books was necessary to 
make such title complete. The refusal 
of the secretary of the company to enter 
the transfer on its books was based up- 
on the ground that the stock had been 
levied on to satisfy a judgment against 
Brandon, and not upon the ground that 
it had been wagered and lost by him on 
the result of an election. The defend- 
ant Egger, who was made a party de- 
fendant on his own motion, claims the 
stock by reason of his purchase at the 
constable’s sale, and not as a creditor. 
He is not, according to his own show- 
ing, entitled to any right, legal or equit- 
able, as against plaintiff. The whole 
question, then, rests as between plain- 
tiff and defendant company. But if 
plaintiff loses in the suit against defend- 
ant company, it will be in a condition 
to recognize Egger as owner under his 
purchase at said constable’s sale. The 
defense interposed apparently is, there- 
fore, todefeat plaintiff's claim and make 
good that of Egger. It is the defend- 
ant company that raises the issue as to 
plaintiff's right to relief asked not in 
the interest of morality, but to aid one 
whom the evidence shows to be its 
treasurer and one of its stockholders. 
A question similar in principle was de- 
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cided in Roselle v. Beckemeir, 134 Mo. 
380, where the facts were: ‘‘Several 
parties in Missouri agreed to ‘pool’ 
their tickets in the Louisiana Lottery. 
The tickets drew several prizes. One 
of the parties (plaintiff in this case) ob- 
tained adraft for the whole prize money. 
He indorsed the draft to a bank upon 
an agreement that it should, for a con- 
sideration, collect the proceeds, pay 
part thereof to plaintiff, and another 
specified part to Beckemeir, who was a 
party to that agreement. Held, that 
the illegality of the original transaction 
was no bar to the recovery by Becke- 
meir of his part of the proceeds of the 
draft.”” The principle upon which the 
decision is founded is that ‘‘a party 
seeking to recover on a contract cannot 
be defeated from recovery by reason of 
illegality in his prior conduct, when he 
can make out his case independently of 
his illegal conduct.” Dealing in lottery 
tickets was prohibited by the laws of 
Missouri, and obtaining a draft as a 
prize won in such lottery was illegal by 
reason of the law; but the agreement 
to divide the proceeds after the draft 
was collected was not illegal, because, 
in making out his case, he could do so 
without proof of the original transac- 
tion, which was illegal. See, also, Live 
Stock Association v. L. & C. Co., 138 
Mo. 394. 

The company, to support their theory 
of the case, cite Woolfolk v. Duncan, 
80 Mo. App. 422, where the action was 
to recover on a note given as a settle- 
ment of a bet on the result of an elec- 
tion. It was therefore an effort to 


enforce the collection of a demand, the 
consideration for which was illegal. 
The court held that the contract was 
void, and that ‘‘no action lies upon an 
unlawful consideration and a contract 
growing out of an illegal or immoral 
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transaction,” etc. Morris v. White, 83 
Mo. App. 194, is a case where suit was 
brought upon a promissory note by 
an innocent holder, the consideration 
for which was a gambling debt. The 
plaintiff was not permitted to recover 
because the statute made such note un- 
collectible. In Keim v. Vette, 167 Mo. 
389, it is heldthat: ‘‘A pledge of notes 
to secure a valid indebtedness is illegal 
and void as to every person whose 
rights are affected by it, if it is tainted 
with usury. The illegality of the pledge 
made by the fraudulent depositary or 
bailee of the notes may be raised by 
the true owner of the notes. He, as to 
such pledge, is not a stranger. In UllI- 
mann v. St. Louis Fair Association, 167 
Mo. 273, it is held that ‘‘a contract 
which by its terms sells to certain per- 
sons the exclusive privilege of betting 
and bookmaking on a race course is a 
contract for gambling with the public, 
and, being such, the courts will not aid 
either party thereto initsenforcement.” 
The appellants have cited numerous 
other decisions, none of which sustain 
their position, and we do not deem it 
necessary to specifically notice them in 
this opinion. It will be perceived that 
those given are cases where the courts 
have refused to enforce unlawful con- 
tracts or afford relief from such con- 
tracts. They differ materially from the 
one in hand, as the latter is not to en- 
force an illegal contract, but is based 
upon a showing independent of the an- 
terior illegal transaction. 

At the time plaintiff presented the 
certificate of stock to said secretary, he 
was the absolute owner of the same as 
against the world, and the refusal of the 
company to enter the transfer on its 
books in no way affected histitle. Itis 
true, defendant’s by-laws provide that 
the stock of the association shall be 
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transferred on its books, and section 


965, Rev. St. 1899, provides that the. 


stock of all corporations shall be trans- 
ferable in the manner provided by their 
by-laws. But neither said statute nor 
by-laws was intended to prevent the 
alienation of corporation stock, but the 
object of such regulations was to enable 
corporations to deal with intelligence 
with their stockholders. By such means 
corporations are enabled to know to 
whom to pay dividends, who are enti- 
tled to vote for directors, and other 
necessary matters. Corporation stock 
is declared by said section to be personal 
property, and as such it can be sold and 
transferred to the purchaser, and such 
purchaser has the right to have the 
transferentered on the corporation books 
in the manner provided by its by-laws. 
And if it fails or refuses to do so with- 
out good excuse, it is within the prov- 
ince of a court to compel it to make 
such transfer. 


NOTICE OF ACCEPTANCE OF 
GUARANTY. 





Frost v. Standard Metal Co., Supreme Court of Illinois, 
April 17, 1905. 





The Standard Metal Company extend- 
ed credit to the firm of George K. Har- 
rington & Co. in reliance upon the fol- 
lowing guaranty: 


Chicago, July 19, 1901. 
Standard Metal Co. 
| Gentlemen: 

I hereby guaranty the purchase 
account of George K. Harrington F Co. 
to the amount of one thousand five hun- 
dred dollars ($1,500). 

R. Chester Frost, 
167 Wabash Avenue. 





Upon faith of this, credit was extend- 
ed, but Frost denied liability, contend- 
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ing that notice of acceptance of the 
guaranty, which had not been given, 
was essential to the creation of liability 
against him. 

Held: An acceptance is necessary to 
create liability if there is only a propo- 
sal to guaranty, but that rule has no 
application when the undertaking is pri- 
mary and absolute. In this case the 
guaranty is absolute and unqualified, 
and such guaranties become effective as 
soon as acted upon. Frost is, therefore, 
liable thereon. 


BANK AS BONA FIDE HOLDER. 





The mere crediting of proceeds of a discounted 
note to a depositor’s account does not consti- 
tute the bank a bona fide holder, where it re- 
ceives notice of a defense before the deposit is 
drawn out. 


City Deposit Bank v. Green, Supreme Court of lowa, April 
6, 1905. 


A bank sued the maker on a note 
which it had discounted for the payee 
before maturity. There was evidence 
tending to show that when the note 
was indorsed to the bank, it gave the 
payee credit in his account therefor, 
and that the amount thus placed to his 
credit remained to his account until 
after the bank had notice that the maker 
claimed a defense to the note. 

The court instructed the jury as fol- 
lows: ‘‘Where a bank discounts paper 
for a depositor, and gives him credit 
upon its books for the proceeds of such 
paper, it is not a bona fide holder for 
value, so as to be protected against in- 
firmities in the paper, unless, in addi- 
tion to the mere fact of crediting the 
depositor with the proceeds of the 
paper, some other and valuable con- 
sideration passes. Such a transaction 
simply creates the relation of debtor 
and creditor between the bank and the 
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depositor, and, so long as that relation 
continues and the deposit is not drawn 
out, the bank stands in the same posi- 
tion as the original party to whom the 
paper was made payable, even though 
the bank took the paper before matur- 
ity, and without notice.” 

On appeal, Held: There seems to be 
no reasonable question as to the cor- 
rectness of the proposition thus an- 
nounced. By giving credit to the in- 
dorser of the note on his deposit ac- 
count, the bank in effect agrees to pay 
him that amount of money on demand 
by check or order, and parts with noth- 
ing of value. When it receives notice 
of defenses to the note, it is still in a 
situation, provided the amount thus 
credited has remained undrawn by the 
depositor, to return the note to him and 
cancel the credit. 

The rule would be different if the 
bank has given the depositor credit on 
a pre-existing indebtedness, such as for 
money loaned, or for overdraft of his 
account, or the like; and the cases re- 
lied on by appellant which are to this 
effect are not here in point. 


DEPOSITORS AS PREFERRED 
CREDITORS. 





The Iowa statute construed as giving depositors 
of an insolvent bank the right to be paid in 
full before other creditors are entitled to share 
in the general assets—Who are ‘‘ depositors” 
and who are ‘‘general creditors” defined. 





State v. Corning State Savings Bank, Supreme Court of 
Towa, April 5, 1905. 





The Corning State Savings Bank be- 
came insolvent, and was placed in the 
hands of a receiver for a settlement of 
its business. Having reduced the as- 
sets of the bank in part to money, the 
receiver applied to the district court 
for instructions as to his powers and 
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duties in making a dividend or partial 
payment to the creditors. In this ap- 
plication the receiver showed to the 
court that from the general assets of 
the bank there would be realized not to 
exceed about 40 to 50 per cent. of the 
indebtedness owing to depositors, or 
20 to 30 per cent. of the total indebted- 
ness to creditors of all classes. The 
estimate thus made does not include 
the amount likely to be realized from 
the statutory assessment upon stock- 
holders. The creditors presenting claims 
for allowance are classified by the re- 
ceiver as follows: 

‘*“(z) Claims of various persons who 
had current checking and deposit ac- 
counts with said bank. 

(6) Persons who were depositors in 
said bank in what is known as ‘savings 
accounts.’ 

(c) Persons who were depositors in 
said bank upon certificate of deposit. 

(2) Persons who have become cred- 
itors of said bank by making loans to 
the same, many of which loans were 
evidenced either by promissory notes 
of said bank, or certificates of deposit 
issued to evidence such loan. 

(e) Persons to whom said bank had 
discounted commercial paper, and be- 
come liable for the same, either by 
guaranty or other form of indorsement. 

(7) Persons to whom said bank be- 
came liable by the issuance to them of 
its checks or sight drafts on its corres- 
pondent banks, which checks or sight 
drafts were protested and never paid.” 

Upon the showing thus made, the 
receiver states that he finds himself in 
doubt as to the construction of the 
statute governing the distribution of 
the assets of the bank to its creditors, 
and asks for instructions as follows: 

‘First. Whether or not the first 
three classes hereinbefore named, and 
which are generally designed as ‘de- 
positors,’ are entitled to receive, as pre- 
ferred claims, all of the proceeds of the 
assets of said bank which were on hand 
at the time your petitioner was ap- 
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pointed, before any portion of the same 
can be distributed or paid to the claim- 
ants designated as ‘general creditors,’ 
or whether all of the creditors, both 
depositors and general creditors, are 
entitled to participate equally in said 
assets. Second. If the court should 
hold that the proceeds of all of said 
assets are to be paid to the creditors 
designated as ‘depositors,’ in prefer- 
ence to the general creditors, then 
shall the funds realized from the as- 
sessment of stockholders be distributed 
equally to all of the creditors, both de- 
positors and general creditors, equally, 
computing the claims of depositors on 
the basis of the amount originally al- 
lowed, or should the same be computed 
upon the basis of the remainder of their 
respective claims which is unpaid after 
the proceeds of the original assets are 
credited? 

‘And your petitioner further prays 
the court for such other order and 
direction in and about the classification 
and payment of claims as the court 
may think necessary and proper in the 
premises.” 

On the hearing the Iowa National 
Bank, W. O. Curtiss, and the Des 
Moines National Bank presented claims 
on alleged rediscounts, overdrafts, cer- 
tificates of deposit, and protested checks 
in varying sums, and objected to any 
order giving preference to any one class 
of creditors over others. The court 
overruled the objections and decided 
that under the statute the depositors 
in the insolvent bank are preferred 
creditors, who after payment of costs 
and expenses, are entitled to be first 
paid in full from the assets in tae hands 
of the receiver, exclusive of the sum or 
amount realized from the statutory as- 
sessment upon the stockholders, and 
that the proceeds of such assessment 
be ratably distributed to all creditors, 
including depositors. In itsruling the 
court defined the terms ,‘‘depositors” 
and ‘‘general creditors” as follows: 

“The following claims which have 


_ LEGAL DECISIONS. 


509. 


been filed and allowed herein shall be 
classed as depositors, to wit: (a) All 
the claims of persons whose claims are 
based upon the balance due them, as 
depositors, in their respective general 
checking deposit accounts with said 
bank. (4) All persons whose claims 
are based upon sums due them, as de- 
positors, upon certificates of deposit 
issued by said bank, as such, for de- 
posits of money in the usual course of 
business. (c) All persons whose claims 
have been established and allowed by 
this court, and expressly designated as 
‘depositors’ or ‘general depositors’ in 
the judgments and orders heretofore 
entered in this cause. And the court 
further finds that the claims of all 
other creditors which have been allow- 
ed and established against said bank, 
which are not included in the above, 
are general creditors.” 


From the ruling and judgment as 
above stated the creditors named ap- 
pealed. 


Held: 1. The record presents but 
one question for our consideration: 
Does the statute require that deposi- 
tors be first paid in full before other 
creditors are entitled to share in the 
general assets of the insolvent bank? 

The statute provides that whenever 
the Auditor of State becomes satisfied 
of the insolvency of a bank, or believes 
that the interests of creditors require 
that it be closed, he may by proper 
proceedings in the district court pro- 
cure the appointment of a ‘‘receiver 
for such bank and its affairs shall be 
wound up under the direction of the 
court, and the assets thereof ratably 
distributed among the creditors thereof 
giving preference in payment to de- 
positors.” Code, § 1877. In case a de- 
ficiency still remains, a ratable assess- 
ment may be made upon the stock- 
holders not to exceed an amount equal 
to their respective holdings of shares, 
and the sum so realized shall be dis- 
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tributed equally among all the credi- 
tors in proportion to the several sums 
due them. Code, §§ 1878—1883. 

We regard it as very clear that the 
statute will admit of no other construc- 
tion than the one placed upon it by the 
trialcourt. Counsel for appellant have 
with much thoroughness digested the 
history of bank legislation in this state 
and the development of the statutory 
provisions now in force, and therefrom 
draw theconclusion that the controlling 
idea of the Legislature in the chapter 
now under discussion was to secure 
ratable equality to all creditors in the 
distribution of the assets of an insol- 
vent bank. It is frankly conceded that 
from the standpoint of counsel the pro- 
vision for ‘‘giving preference in pay- 
ment to depositors” is not easy of in- 
terpretation, and to avoid its apparent 
effect two theories are presented. It 


is said that the clause in question is so 


repugnant to other provisions, and so 
out of harmony with the general spirit 
and purpose of the statute, we are at 
liberty to disregard it as surplusage 
and void; or we may allow it force and 
effect by giving depositors preference 
in time of payment, while preserving 
ratable equality among all creditors in 
the final settlement. For the court to 
adopt the first suggestion and read out 
of the statute the provision giving pre- 
ference to depositors, or deprive it of 
any force or meaning in directing the 
settlement of the affairs of an insolvent 
bank, would be radical judicial legisla- 
tion and an unwarranted assumption of 
power. That the Legislature has power 
to provide for preference in the settle- 
ment of insolvent estates has been too 
long and too well settled to admit of 
question or a call for citation of author- 
ities. The alternative suggestion that 
the preference given by the statute has 
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reference only to the time is ingenious, 
but not convincing. Sucha preference 
would be an idealceremony. Beforeany 
dividend or distribution can be made, 
the receiver must have money on hand 
applicable to that purpose, and, if rata- 
ble equality to all creditors is the rule, 
preference in time of payment would 
affect nothing more than the order in 
which the creditors may approach the 
receiver’s desk and receive their res- 
pective dividends. Counsel’s sugges- 
tion that the court may make payments 
to depositors from time to time and 
thereafter equalize the distribution with 
other creditors upon the final settle- 
ment, is impracticable. No court or 
receiver who is bound by law to make 
an equal and ratable distribution to all 
creditors can safely or properly apply 
the funds on hand to the payment of a 
part of the creditors, and depend on the 
future and its developments for other 
funds with which to satisfy the lawful 
claims of others who are entitled to 
equal consideration. Nor is there any- 
thing in the language of the statute 
itself which requires us to give it such 
a forced and unnatural interpretation. 
It may be conceded that, standing 
alone, the provision for ratable distri- 
bution among the creditors of the bank 
would require that all creditors be 
placed upon an equality, each receiving 
as much as the other, in proportion to 
the amount of hisapproved claim. But 
a ‘‘ratable distribution of the assets 
among creditors, giving preference in 
payment to depositors,” isan altogether 
different proposition. Under the un- 
qualified provision first mentioned, all 
creditors are placed in a single class; 
but under the statute as it stands they 
are separated into two classes, one of 
which is given preference over the 
other in the distribution of the assets. 
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The distribution is still ‘‘ratable,” al- 
though the classes may participate only 
in a stated order of priority. A ratable 
distribution is one which is made at 
proportionate rates (see ‘‘ratable,”” Web- 
ster’s International Dictionary), and, if 
each creditor received his due propor- 
tion of the funds applicable to the 
claims of his class, the letter and spirit 
of the statute are observed. In other 
words, if the creditors of a bank are by 
law separated into classes, a proportion- 
ate distribution made to the members 
of the several classes in the order of 
their established priority until the funds 
applicable thereto are exhausted, or all 
claims are fully met, is, in a just and 
appropriate sense, ‘‘ratable,”’ and such, 
we think, is the manifest legislative 
meaning and intent in thestatute under 
consideration. 

Nor can we admit the justice of 
counsel’s contention that the preference 


here recognized is opposed to the prin- 
ciples of justice or of sound public 


policy. The banks serve as a means 
by which the comparatively small in- 
dividual earnings and savings of the 
people generally are drawn and massed 
together in large aggregate sums or 
amounts which we call ‘‘deposits.”” Upon 
these deposits not only the banks them- 
selves, but business enterprises of every 
kind, are largely dependent for success. 
Anything which tends to strengthen 
public confidence in the banks and as- 
sures the depositors of the safety of 
their money isa matter of general public 
benefit, while anything which engend- 
ers distrust or alarm and causes a with- 
holding or withdrawal of deposits is a 
public injury. It is therefore entirely 
fitting that in authorizing the organiza- 
tion of banks the law should at once 
provide for the protection of depositors, 
and for the protection of public inter- 
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ests, by giving preference to the claims 
of those without whose co-operation 
modern banking would be impossible. 

We have not thought it necessary to 
go into any discussion of the authorities. 
The question is one of the construction 
of a statute of our own state, the terms 
of which are not in the least uncertain 
or ambiguous. We are satisfied that 
the ruling appealed from gives force 
and validity to the act in accordance 
with the legislative intent. 

No objection is made by either party 
to the order of the trial court for dis- 
tribution of the moneys derived from 
assessments made upon stockholders, 
and we may therefore assume its cor- 
rectness. Counsel have tosomeextent 
argued the question whether all hold- 
ers of certificates of deposit are entitled 
to be classified as ‘‘depositors” within 
the meaning of the provision giving 
preference tosuchcreditors. The trial 
court does not seem to have made any 
ruling in this respect, and it would be 
improper for usto attempt to passupon 
it. 

Finding no error in the record, the 
judgment appealed from is affirmed. 


ASSESSMENT OF BANK STOCK 
IN WASHINGTON. 


Jefferson County v. First National Bank, Supreme Court 
of Washington, April 12, 1905. 


Action by the county of Jefferson 
against the First National Bank of Port 
Townsend to foreclose a delinquency 
tax certificate. From a judgment in 
favor of plaintiff, defendant appeals. 
Reversed. 

Held: Pierce’s Code, § 8612 (Ballin- 
ger's Ann. Codes & St. § 1677), re- 
quires the stock of a bank to be assess- 
ed to its owners; sections 8614, 8615 
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provide that the bank shall pay the 
taxes, and may havea lien on the stock 
therefor ; and section 8593 entitlesevery 
shareholder to deduct his indebtedness 
from the gross amount of his credits, 
in determining the net amount for 
which he shall beassessed. Held, that 
an assessment of bank stock made to 
the bank, instead of to the stockholders, 
by which the latter were prevented 
from offsetting indebtedness, was void. 


NOTE EXECUTED BY CORPO- 
RATE OFFICERS. 


Personal liability of ‘‘ President” and ‘‘Secy” 
under Negotiable Instruments Law of Wash- 
ington. 


Daniel v. Buttner, et al., Supreme Court of Washington, 
April 29, 1905. 


Action to recover of Buttner and Glid- 
den for an alleged personal liability 
upon the following note: 


German-American Investment Co. (Inc.) 
No. gOg.- SEATTLE, WASH. 

$600. February 8, 1902. 
Received from Herman Daniel, $600, 
Six hundred Dollars 
which we promise to pay six months after 
date at the rate of eight per eent. per an 
Wm. H. Butler, 

President. 


num, 
H. M. Glidden, 
Secy. 


Held: It will be observed by refer- 
ence to the note that, while the signa- 
tures are each followed by words indi- 
cating a representative character, yet 
no principal is disclosed. The words 
‘““German American Investment Co., 
Inc.” at the top constitute no material 


part of the instrument. The original 
is before us and it shows that the above 
words were merely lithographed upon 
a blank form of receipt which was 
used as a paper upon which to write 
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thenote. Appellant’s name* is follow- 
ed by the following, ‘‘sec’y.”” Assuming 
that the letters designate him in the 
representative character of secretary, 
yet they disclose no principal. What 
purports to be the seal of the German 
American Investment Company is im- 
pressed upon the paper, but by no re- 
ference is it made a part of the note it- 
self. There are no apt words used in 
the note showing that the corporation 
is obligated. Therefore, although ap- 
pellant’s signature is followed by an 
abbreviated word indicating a represen- 
tative capacity, yet, no obligated prin- 
cipal being disclosed, he cannot escape 
personal liability under our Negotiable 
Instruments Law. Section 20 of that 
statute is as follows: 


‘‘Where the instrument contains ora 
person adds to his signature words in- 
dicating that he signs for or on behalf 
of a principal, or in a representative 
capacity, he is not liable on the instru- 
ment if he was duly authorized, but 
the mere addition of words describing 
him as an agent, or as filling a repre- 
sentative character, without disclosing 
his principal, does notexempt him from 
personal liability.” 

The signature to this instrument 
comes squarely within the terms of the 
above section, and the signers are per- 


sonally liable. Judgment affirmed. 


NATIONAL BANK IN VOLUN 
TARY LIQUIDATION. 


Not required to register subsequent stock transfer 
or issue new stock to transferee. 


Muir y. Citizens National Bank of Fairhaven, Supreme 
Court of Washington, May 15, 1905. 


The Citizens National Bank of Fair- 
haven, Wash., went into voluntary 


* The Secretary alone appealed from the 
judgment below against both president and 
Secretary personally. 
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liquidation. Thereafter one Robert 
Muir purchased six of its shares from 
one of the stockholders and presented 
the certificate to the cashier of the 
bank for transfer on the books. The 
transfer was refused. The corporation 
was solvent and the shares worth at 
least $300. Muir brought this action 
for an order requiring the bank to 
transfer the stock and issue to him a 
new certificate. He obtained judgment 
in his favor by the Superior Court of 
Whatcom County. On appeal by the 
bank to the supreme court, the judg- 
ment is reversed. The court says: 


-*No decision has been called to our 
attention, and after careful search we 
have found none, which holds that the 
stock of a corporation in liquidation, 
either voluntary or involuntary, may 
be the subject of traffic and transfer 
from one to another upon the books of 
a corporation after it ceases to do busi- 
ness in the regular way. On the other 
hand the United States statutes provide 
that ‘any association may go into liquida- 
tion and be closed by a vote of its stock- 
holders owning two-thirds of its stock.’ 
The word ‘and be closed’ seems to in- 
dicate a conclusion of its business as a 
going concern. Thereafter it may 
transact only such business as is neces- 
sary or proper in the settlement and 
winding up of its affairs.” 

The court holds that Muir became, 
by assignment, an equitable owner of 
the fund which will result to the stock 
after the final settlement of the affairs 
of the bank, but had no right to be 
registered as a stockholder, or to re- 
ceive a new certificate. 


BANK’S REMEDY AS PLEDGEE. 


Commercial National Bank of Omaha vy. Grant, Supreme 
Court of Nebraska, April 5, 1905. 


John Grant gave his promissory 
notes to the bank and as collateral, 
pledged shares of the Grant Paving 
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Company. Action was brought to 
foreclose the lien of the pledge and the 
bank prayed for permission to apply 
for judgment for any deficiency which 
might remain after the sale of the stock. 
There was a decree of foreclosure, the 
stock was sold thereunder, and judg- 
ment entered for the deficiency. 

The defendant appealed, insisting 
that when anaction to foreclose a pledge 
has proceeded so far as to confirm the 
sale which has been ordered and apply 
the proceeds upon the indebtedness, 
the plaintiff may commence an action 
in the same court to recover the defi- 
ciency, but cannot file a pleading in 
the same action and ask for that defi 
ciency. 

The court said that defendant's 
contention might be in harmony with 
the old practice, but it is not in /ar- 
mony with the Nebraska Code; and it 

Held: In an action to foreclose the 
lien of a pledge, the district court has 
jurisdiction to render judgment for a 
deficiency remaining after the pledged 
property has been exhausted. 


DEPOSIT WITHIN FOURMONTHS 
OF BANKRUPTCY. 


Bank’s right to set off deposit against depositor’s 
indebtedness, upheld. 


Habegger v. First National Bank of St. Paul, Supreme Court 
of Minnesota, April 28, 1905. 

Action by the trustees in bankruptcy 
of abankrupt against the First National 
Bank of St. Paul to recover deposits 
made by the bankrupt within four 
months of the time he was adjudged 
bankrupt, his balance having been ap- 
plied by the bank, at the time he be- 
came insolvent within such four months, 
in payment of his past due note held 
by the bank. The court holds: 

Money deposited in a bank in the due 
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course of business by an insolvent, 
within four months of the time he is 
adjudged a bankrupt, is not a transfer 
of property amounting to a preference 
within the meaning of the bankruptcy 
act of 1898, as construed in N. Y. 
County National Bank v. Massey, 192 
U. S. 138, and the bank may apply the 
amount of such deposit upon a debt 
due from the insolvent. 


PLACE OF PAYMENT OF ACCEPT- 
ANCE. 


Where a draft was drawn upon ‘‘ W. S. G., Robert 
Lee, Tex., c-o Bank at Robert Lee,” and was 
*‘Accepted, W. S. G.,” the acceptance was a 
contract to pay the money in the place where 
it was made. 


Yett v. Green, Court of Civil Appeals of Texas, February 
15, 1905 ; on rehearing, April 26, 1905. 


Action by J. R. Yett against Will S. 
Green upon an accepted draft. Judg- 
ment dismissing suit reversed. 

The draft in suit was as follows: 


CUSTOMER'S DRAFT. 

FIRST NATIONAL BANK, 
MARBLE FALLS, TEXAS. 
MARBLE FALts, TExas, (Vov. 9, 790}. 
$goo. Pay to the order of the First Na- 

tional Bank, Marble Falls, 
Four hundred 00 100 
Advanced on cattle. 





a. ae. Fett. 
IV. S. Green, Robert Lee, Tex. 
co Bank at Robert Lee. 





Accepted 11-14, '0}. 
Will S. Green. 


The suit was instituted in the County 
Court of Coke County, in which county 
is the town of Robert Lee, where. the 
draft was accepted. Green contended 
that the suit was improperly broughtin 
Coke County, as he was not a resident 
thereof, but residedin Coleman County, 
and wasentitled tobesuedinthatcounty. 

There was judgment dismissing the 
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suit which was at first affirmed by the 
court of civil appeals (Feb. 15, 1905) 
which held that the draft was not pay- 
able at Robert Lee, which is the county 
seat of Coke County, and that the ac- 
ceptor had not promised to pay the 
debt in Coke County, but on rehearing 
(April 26, 1905) the court took a differ- 
ent view, and reverses the judgment. 
It is 

Held: The draft was presented to 
the defendant and his acceptance in- 
dorsed thereon in the town of Robert 
Lee, which is in Coke County. It is 
provided by Article 1194 of the Re- 
vised Statutes of 1895 that, when a 
written contract is to be performed in 
a particular county, the defendant may 
be sued in that county regardless of 
where he may reside, and it has been 
frequently held that it is not necessary 
that the contract shall,in express words, 
require performance in a particular 
county. Such performance may be a 
necessary implication from the con- 
text of the instrument. ; 

In Cox v. National Bank, 100 U. S. 
704, a bill of exchange was addressed 
to Cox & Cowan, New York, N. Y. and 
they wrote across the face of it, ‘‘Ac- 
cepted Cox & Cowan;” and it was de- 
cided that the bill and the acceptance 
evidenced a contract to pay the money 
in New York. In that case, asin this, 
there was nothing on the face of the 
instrument indicating the place of pay- 
ment, except the address. 

According to these authorities, inas- 
much as the draft was addressed to the 


defendant at Robert Lee, which is a 
town in Coke County, and was accepted 
by him in general terms, and not by a 
qualified acceptance, we conclude that 
it was the intention of the parties in 
making the contract that thedebt should 
be paid in Coke County. 


Judgment below reversed. 





SAVINGS AND TRUST DEPARTMENT. 


Savings and Trust Department 


DEVOTED TO 


MATTERS OF ESPECIAL INTEREST TO SAVINGS BANKS 
AND TRUST COMPANIES. 


EDITED BY WILLIAM HANHARYT., 


SAVINGS BANKS PRINTED FORMS. 


SIGNATURE AND INDEX CARDS. 

There are about 260 cards in the volume; many duplicates 
were received and had to be discarded. Stationers manufacture 
and keep these cards in stock, selling them to the savings banks 
and changing only the name of the bank. 

The divisions are as follows: 


SINGLE ACCOUNT CARDs, 

Joint Account Carbs. 

Society AccounT CARDs. 

CarpDs GIVING AUTHORITY TO ANOTHER. 
Carps WitTH RECEIPTS FOR AUXILIARY BANKs. 
Carp INDEX FOR NAMES. 


Signature cards for depositors are of comparatively recent use; 
there is no question as to their great convenience and usefulness, 
especially for savings banks, where accounts are so frequently 
opened and closed, and their great superiority over books is now 
generally recognized. In many banks, however, we find that two 
signatures are taken when opening an account, one on the card 
and the other on the old-fashioned, well-known, huge book, the 
object being to not only provide a signature when the card is 
missing, but also to permit searching for accounts in this book 
without interfering with the constant use of the signature cards; 
besides this, it gives a complete record of all accounts, whether 
still opened or closed, whilst the cards, of course, have only the 
accounts that are open at the time. The cards for closed accounts 
are usually, at the end of each day, filed away in what is called 
the ‘‘cemetery.”’ 

Another advantage in the use of signature cards is that, when 
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necessary to produce a signature in court, the card may be sent 
instead of sending a huge book, and interfering with business. 

The main items of signature cards are as follows: 

1. The number of the account is usually printed on top, at 
either side. 

. There is an agreement by the depositor to abide by the 
by-laws. 

. The signature usually follows this agreement. 

. Printed questions are asked for the purpose of identify- 
ing the depositor. 

. Some other information or conditions. 

. Instructions are given as to the filling of the blanks, for 
use when the cards are sent by mail for opening the 
account. 

SINGLE ACCOUNTS, 

The agreements as to by-laws are usually worded as follows: 

I hereby agree to the rules and regulations of the bank. 

I hereby subscribe to the by-laws of the 

I hereby agree that all sums of money deposited by me, or by 
others for my account, shall be subject to the rules of the 
bank. 

I hereby agree to the by-laws and rules of the bank as to all 
deposits and withdrawals made on this account. 

I hereby agree to all the by-laws and regulations of the bank. 

I hereby signify my assent to the regulations of the 

I hereby admit express notice of the by-laws of the 
which are printed in the pass-book given me by said bank, and I 
hereby agree for myself and my representatives and assigns, to 
be bound thereby in all our transactions with said bank, and do 
further admit that my deposits are made by me and received by 
the said bank subject to the conditions contained in said by-laws. 

In signing this card, I agree to conform to and abide by the 
rules and regulations governing deposits. 

In consideration of the acceptance of my deposits by the 
bank, I agree for myself, my heirs, successors and assigns, to be 
governed as regards my deposits and dividends by the by-laws 
of said bank and the conditions set forth in my pass-book. 

In consideration of the bank paying % interest 
on my savings account, I hereby agree to the conditions as found 
in my pass-book No. .......... , receipt of which I hereby acknowledge. 

This account is opened subject to the rules and regulations of 

bank, as printed in the deposit book delivered to me. 

This card is signed to ratify my agreement to conform to and 
abide by the by-laws, rules and regulations of the 

mane,“ aa to the by-laws, rules and regulations of the 

ank, 

The inti poy consents to the rules and regulations 

ank. 

The undersigned, desiring to become a depositor in the 
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bank, hereby signifies assent to its rules and regulations, and 
agrees to be bound thereby. 

All deposits made in this bank, unless a different stipulation 
is entered into in writing, shall be held to have been made accord- 
ing to the provisions of the by-laws of the bank, and 
said provisions shall be held to be the contract of deposit, or the 
agreement under which the same are made. 

The depositor, by the following signature, assents to the by- 
laws, rules and regulations of the bank. 

I desire to open a savings account with the 
and agree to be bound by the by-laws and regulations of said 
bank regarding savings deposits. 

Opened subject to the rules and regulations of the 
bank, to which assent is hereby given. 

Admission of acceptance by depositor of conditions of by-laws. 

I hereby assent to the regulations of this bank governing sav- 
ings deposits. 

In consideration of the receipt by the bank of the 
deposits now made or which may hereafter be made with said cor- 
poration by me, I hereby covenant and agree with said corpora- 
tion to be in all respects governed by the articles relating to 
deposits and withdrawals as printed in the pass book used by said 
bank and contained in the by-laws of said corporation, the con- 
tents of which articles are known to me. 

It will be seen that all the above contain merely an agreement 
to be bound by the by-laws, rules and regulations of the bank; 
the following, however, go one step further: 

I agree to conform to the by-laws and regulations of the 
bank, and any amendments thereto (or thereof). 

I hereby assent to the present by-laws and to any changes 
therein. 

I hereby, as a depositor, for myself or by my agent, agree to 
be governed and abide by the by-laws and regulations of the 
bank, or any amendments thereof. 

Assent is hereby made to the regulations of the 
and all changes thereof, governing savings deposits. 

I hereby assent to the rules and regulations of the 
bank, and to any future amendments thereto, and agree to be 
bound thereby. 

Having deposited a sum of money this day in the 
I hereby subscribe to the regulations and by-laws, and assent to 


such alterations or amendments thereof as it may at its discretion 
make. 


I hereby agree to be bound by the by-laws, rules and regula- 
tions of the bank now in force, and as they may be 
amended from time to time according to law. 

The undersigned hereby assents to the rules and regulations 

bank from time to time in force. 

I hereby agree to the by-laws, rules and regulations of the’ 
bank, as set forth in any deposit book of said bank furnished me, 
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and any and all amendments of said by-laws, rules and regula- 
tions, and agree to be bound thereby. 


I hereby assent to the by-laws and regulations relating to de- 
posits of the ..........00+ bank as now in force or as hereafter amended, 
including terms of withdrawal as outlined on back hereof, and 
agree that all my deposits, or those under my control, made now 
or hereafter, shall be held, controlled and repaid in conformity. 
therewith. 

. This agreement on the part of the depositor as to any future 
by-laws or changes might not, in our opinion, prove binding at 
law. As the matter may be interesting to some of our readers, 
we have requested Mr. Paton to examine into it from a legal 
standpoint, and he will report in this or in the next number of 
the JOURNAL. 

Speaking generally as to all these agreements, many of them 
appear to us to be too long; a simple statement to abide by the 
by-laws, rules and regulations of the bank, as printed on the 
pass-book, should prove sufficient. 

A printed form received from Iowa reads: 

The signature below is the one and only one you are to recog- 
nize in the payment of funds or transaction of other business on 
my account. Why? 

Another form from Tennessee reads: 

The undersigned depositor hereby waives all right to convert 
his or her deposit or any part thereof into stock, and agrees to 
be governed by the by-laws, rules and regulations of this bank. 


We asked this bank for an explanation of this unusual clause 
as to stock, and received the following reply: 

“‘The Code of this State, under which our charter was taken 
out, reads as follows: ‘When any deposit shall amount to fifty 
dollars, it may, at the option of the depositor, become stock in 
said institution.’ Hence the object of the printed form on the 
signature card, that you refer to, is intended as a release by the 
depositor of his rights under the code.” 


JOINT ACCOUNTS. 


The agreements as to by-laws are, of course, the same as for 
the single accounts, except that they read ‘“‘we and each of us” 
agree, assent or covenant. 

The following are some of the declarations and agreements 
as to joint accounts printed on the face of the card, or some 
times on the reverse side; in some instances these joint account 
agreements are printed on separate cards or sheets, and we will 
give examples of all of them, notwithstanding that some are to 
be found in the volume of ‘‘Miscellaneous Notices and Advices.’’ 
The fact is that the division of this vast quantity of matter is 
only tentative, and will take time to perfect; and although in 
the meantime we will endeavor to review each volume separately, 
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yet at times we may be forced to include matter found in another 
volume. We trust that the members of the Savings Bank Sec- 
tion and our readers will help us with suggestions and advice. 
Subject to the order of either and the survivor. 
Joint owners, payable to the order of either or the survivor. 
Either signature to draw 


Joint account, with right of survivorship, payable to either 
creditor or to survivor. 


Either and the survivor to draw. 


Either to draw while both alive; in case of death of either, 
survivor to draw the balance. 


Payable to both or either, or the survivor, granting each to 
the other irrevocable power to draw on our joint or several names. 


This account and all money to be credited to-it belong to 
us as joint tenants, and will be the absolute property of the sur- 
vivor of us; either and the survivor to draw 


Pay to individual order of either party. 


All moneys now or at any time deposited by us or by either 
of us with the .............. bank to the credit of above account, are 
and shall be so deposited by us and received by it upon the 

ollowing terms and conditions of repayment, namely, that the 
amount thereof and all the dividends thereon shall be paid by the 
ney Pa bank to us or either of us, or to the survivor of us, or 
to the executors, administrators or assigns of such survivor; or 
upon the written order of any such person so entitled to payment 
and without reference to the original ownership of the moneys 
deposited. 


This deposit is received and held subject to the following pro- 
vision: Either of the above-named may draw said account, and 
on the death of either the balance due on this account shall at 
once and by virtue thereof vest in and become the absolute prop- 
erty of the survivor. 


Subject to the order of either, the balance at the death of either 
to belong to the survivor. 


We, the undersigned, declare that we are joint owners, as joint 
tenants, of the money deposited this day in the .............. bank in 
the name Of .............05 ge or such other name 
or title as said bank may designate; and we further declare that 
any further deposits made by us, or either of us, to said account, 
or any interest accrued or credited thereto, shall be and is our 
joint property as aforesaid, and that either of us may sign checks, 
drafts or orders on said account, and receive the money thereon, 
before or after the death of the other, and at the death of either 
of us the survivor shall be the absolute owner of the balance then 
due the account, as surviving joint tenant, and is hereby author- 
ized to receive the same from said bank on his individual check or 
receipt therefor. 

The undersigned, who have made deposits in their joint names 
Bt TD ciusicnvenen bank, hereby direct it to honor and pay all checks 
and drafts that we or either of us may draw upon the bank dur- 
ing the continuance of said account, and also authorize the bank 
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to pay out to both or either of us any and all moneys to our 
joint credit upon both or either of us receipting for the same in 
our joint or individual names. This authority to continue to the 
survivor in case of death of either. 


This agreement witnesseth: That the undersigned hereby cove- 
nant and agree with each other and with the .............. bank, that 
any or all sums heretofore or hereafter deposited by them, or 
either of them, with the said bank to the credit of the account 
ee bank in account with ..........c00c0008 in trust for 
uname self and .............044-.., Joint Owners, subject to the order of 
either, the balance at the death of either to belong to the survi- 
vor,” shall and will be held and owned as stated in the said en- 
titled account, and that, subject first to all the terms and condi- 
tions of the bank’s agreement with depositors, any balance to the 
credit of said account shall be at any and all times subject to the 
check, order or receipt of either of the undersigned, and said bank 
is hereby instructed to honor such checks, orders or receipts, and 
that upon the death of either of us the balance to the credit of 
said account shall belong and be paid to the survivor upon the 
check, order or receipt of such survivor; and it is further agreed 
that said bank, upon such payment being made as aforesaid, shall 
be and is fully released from any claim on the part of either of 
the undersigned, and their, or either of their, heirs, executors, ad- 
ministrators or assigns; and that no change in or termination 
of this agreement shall affect the rights of said bank hereunder 
unless notice in writing of such change or termination shall have 
been given said bank. 

We do hereby agree with the other, that any money which is 
now standing to, or may be hereafter deposited to, the credit of 
BOCOGME NO. 020000000000 (or such other number as this account may 
be afterward given) in the .............0.. bank, shall be especially set 
aside and made subject to the provisions of this agreement ; that 
either of us shall have full power at all times to draw any or all 
of such money, and that upon the death of one of us, any money 
there standing to the credit of said account shall belong to the 
survivor. The mutual advantages to be derived therefrom, and 
the particular desire of each of us to enter into its provisions, are 
accepted by each of us as a good and sufficient consideration for 
this agreement, and we hereto bind ourselves, our heirs and legal 
representatives, and we do hereby authorize and direct the .......... 
bank to place both of our names upon the pass book represent- 
ing the account and to pay to us inaccordance with the above agree- 
ment. 

The above agreement, in case both signatures are required, has 
it ‘‘shall be withdrawn only on the signatures of both of us, so 
long as we both shall live; but upon the death of one of us, any 
money then standing to the credit of said account shall belong 
to the survivor.’’ Only few banks open accounts to be withdrawn 
on both signatures; they are usually stamped “pay to joint 
order only,” or ‘both signatures to draw,”’ or ‘joint orders, pay- 
able to the order of both,” or “subject to their joint order or the 
survivor.’ We have always held that such accounts are not ad- 
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visable, as experience has shown that trouble often follows at the 
death of one of the depositors. 

A New Jersey bank says ‘‘either and the survivor to draw’’ where 
the account is opened by husband and wife; but, if the account is 
opened by two persons other than husband and wife, it says ‘‘This 
account, and all money to be credited to it belongs to us as 
joint tenants, and will be the absolute property of the survivor 
of us; either and the survivor to draw.’’ We presume that this 
is because of the law existing in some States, that property in 
the joint names of husband and wife is presumably held in joint 
tenancy and falls to the survivor. 

We do not desire to discuss, for the present, this question of 
joint accounts; a committee named at the last convention of the 
Savings Bank Section of the American Bankers’ Association, has 
this subject of ‘“‘two name accounts” in consideration, under in- 
structions to report a short form of statute covering all such 
cases. They will report at the next convention in October in 
Washington, D. C.; in the meantime we would be pleased to re- 
ceive any suggestions that may occur to our readers. If the law 
of joint tenancy obtained in all the States, the matter would be 
comparatively easy, but, unfortunately, such is not the case. 


AUTHORITY GIVEN TO ANOTHER. 


These authorizations must be divided in two parts: 

I.—A mere authority given by the depositor, to the bank, to 
recognize another person’s signature to deposit and to withdraw 
money from the account; for instance: 


T amthoriae ........00000 to draw, in my name, any or all money 
to my credit, and I further consent to observe the rules and 
customs Of the ...........0+ bank, and my signature above is to this 
effect. 

I hereby authorize .............. whose signature appears below to 


make withdrawals for me and in my name place and stead, and 
to endorse my name on checks, drafts and other cash items left 
for deposit. 

sesessseeeseeey WHOSE Signature appears above, is hereby authorized 
to draw any or all moneys that are now on deposit, or that may 
be deposited to my credit in the .............. bank. 

I hereby request and authorize you to make my deposit in 
your bank represented by book of deposit No. .............. subject 
also to the order and control of .............. ~ ¢ 3 7s 
the full amount due thereon at any time; or such other and 
smaller amounts @& ............. may call for from time to time; and 
charge the same to account of said deposit and book No. ............+. 
provided that the authority hereby conferred may be revoked by 
me at any time, and in any event shall cease upon notice to the 
bank of my death. 


Such authority is, of course, only temporary, taking the place 
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of a regular power of attorney, the title of the account remain. 


ing unchanged. 

II. An authority given the bank to add another person's 
name to the account, making it a joint account payable to either, 
is different; some forms do not bring up the question of sur- 
vivorship, thus: 

I desire the name of to appear on book No. 

bank, making the account payable to 

You are hereby authorized and empowered to add to my ac- 
count NO. ...........+. in your bank, the name of [ 
manner that shall have full power to draw any or all 
the money which is now, or may be hereafter, standing to the 
credit of said account. 

You are hereby authorized and directed to add to my account 

in your bank, the name of in such manner 
that either he or I shall have full power to draw any or all the 
money which now is, or which may be hereafter standing to the 
credit of said account. 

Please write the name of on my bank book No. 
and also on your books showing the amount to my credit, thus 
making the whole amount now due, or that may become due, or 
any part thereof, payable to either of us at any time on pre- 
sentation of said book for payment. 

Please let bearer sign your books, so that my account will 
hereafter be in both d my name, and arranged so 
that either can at any time withdraw the whole or any portion 
of the amount to the credit of my account. 

You are hereby authorized and directed to add to my account 
and bank book No. , the name of so that all 
the moneys now due, or that may hereafter become due, either as 
principal or interest on said account and bank book, shall be 
payable either to myself or the said 

The undersigned depositor holding bank book No 
sued by your institution, desiring that the bearer 
signature you will find below, may have a joint interest in all 
deposits credited in said bank book, requests your institution to 
make the necessary change in the account, so as to enable the 
undersigned and the said or either, upon their joint or 
separate draft or drafts, to withdraw the whole or any part of 
the deposits, which are now or may be hereafter credited in said 
bank book. 

Other forms mention the survivor, and read as follows: 

bank will please place the name of 
nection with my own, on my account, making it a joint account 
during life, either one to have full power to deposit therein or 
draw therefrom, and the balance payable to the survivor, in case 
of death; revocable only by consent of both parties, in writing, 
and on presentation of the pass book. 

I desire the name of to appear on book No. 

bank, making the account payable to either or the 
survivor. 
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I hereby assign and transfer unto 
divided joint ownership in the account now standing in my name 
and numbered on the books of your Institution, so that 
the receipt of either of us accompanied by the deposit book, shall 
be a sufticient discharge to the Institution for any payment, and 
the survivor shall be entitled to the entire fund. ‘ 


Please add the name of as owner and creditor with 

of all moneys heretofore, or which may hereafter be, de- 

posited in your bank, under its account No together with 

all the interest which has been or may hereafter be, credited to 

said account; with full authority for each, or either of us, or the 

survivor of us, to draw out from the said bank, the whole or 
any part of such moneys, or interest. 


bank will place the name of on book No. 
and make the deposits subject to the order of either, the 
balance at the death of either to belong to the survivor. 
It is my request and you are hereby authorized to make my 
account and pass book No payable hereafter to 
payable toeither, or to the survivor; said change to be 
made by adding the name of to my account on the books 
of the bank and on my pass book. 


You are hereby authorized and requested to cause the within 
account No to be entered in the names of jointly 
and severally, and it is hereby agreed that said bank is authorized 
to pay all or any money, now or hereafter deposited to the credit 
of said account, to any or either of said parties or to any or either 
survivor of them. 


; bank will place the name of on book No....... 
and make the deposits payable to the order of either of us, and the 
survivor. 


Please enter the name of. on my bank book No 
making the account in trust for myself and the above named as 
joint owners, subject to the order of either, the balance at death of 
either to belong to the survivor. 
The bank will place the name of on my bank book No. 
and make the deposits payable to the order of either of 
us and the survivor. The heading of the account to be as follows: 
in trust, for Joint owners, sub- 
ject to the order of either; the balance at the deathof either, to be- 
long to the survivor; 


for good and v aluable considerations, do hereby as- 
an undivided joint interest in account No 

Bank, and inall moneys now to the credit of said account 
or which may hereatter be placed to the credit thereof, and I hereby 
direct said bank to add such assignee’s name to said account as 
joint creditor, and owner with me, and to pay, in the manner pro- 
vided by its by-laws, to him or upon his order or toeither or the sur- 
vivor of us, all or any part ofthe money now orat any time thereafter 

standing to the credit of or deposited in said account. 


The above order is acknowledged before a Notary Public and 
on the reverse side is printed ‘J do hereby certify that 
who executed the foregoing assignment, was at the time 

of the execution thereof,in my opinion, of sound mind and memory 
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and competent to execute any legal document. I further certify 
that I have known .............. SO niccinenintmsinis years.” 

In a general way, it may be said that these signed authoriza- 
tions are not desirable and not always safe; the mere authority 
given to another to sign is equivalent to a power of attorney, 
which power dies with the maker, and in New York State decis- 
ions have been rendered making powers of attorney filed with 
savings banks, decidedly unsafe to the bank; when the authority 
is coupled with a request to add a name to the account, making 
such payable to either, it may be, and has sometimes been, in- 
terpreted by the courts, as a power of attorney, dying with the 
maker. When the authorization, in addition to this, makes the 
account payable also to the survivor it is somewhat safer out 
may often become reviewable by the courts. It is our opinion, 
as well as that of many other experienced savings bank officers, 
that when a depositor desires to add another person’s name to 
his account, making it a joint account, it is safer for the bank 
to close the old account and open another in both names, get- 
ting both parties then to make a simultaneous declaration of 
joint ownership, which may be in one of the forms given above 
in this article. 

In conclusion, here are a few odd forms, which may explain 
themselves : 


Please pay my son, daughter .............. on presentation of the 
pass book No. ............4 any amount, orall the money, that .............. 
may request at any time. 

Know all men by these presents that we the undersigned, par- 
CG OE steccnennicis a minor, do hereby give our consent to the with- 
drawal of all the money, principal and interest, standing to the 
credit of said minor, in the .............. bank, as per deposit book 
BUS cimniniteomvenin , and do authorize the treasurer to pay the same 
to said minor, taking .............. receipt therefor, and we do hereby 
release all our interests in and to the said deposit, and guaran- 
tee the said bank against any future claim or demand for the 
same when the said minor shall become of age, and at all other 
times, and pay all costs and charges which may be incurred in 
consequence of said payment. 

Although at common law, minors cannot transact business, 
many States of the Union have Statutes permitting them to 
legally deposit and draw money in the Savings Banks; this 
matter was thoroughly discussed in the Journal of December 1904. 


QUESTIONS FOR IDENTIFICATIONS. 


The following questions, or some of them, in their different 
forms, are usually printed on signature cards. 


1. Address, or P. O. address, or Residence, or Residence and 
Street No. 
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2. Occupation, or Business, or By whomemployed, or With whom, 
or Employer's name. 

3. Birthplace, or Where born, or Native State. 

4. Date of Birth or Birthday, or Full date of birth, or Age or 
When born. 

5. Father's name, or Father's full name. 

6. Mother’s name, or Mother's first name, or Mother's maiden 
name. 

7. Wife’s name, or Wife's maiden name. 

8. Husband's name. 

A Maine bank has two signature cards, one of them contain- 
ing no question whatever as to the age of the depositor, and in- 
tended for women, as they are generally supposed to be unwill- 
ing to give their age, or pe haps not to be quite truthful in tell- 
ing it; some banks write in the age they appear to be; it has 
been well said that women (God bless them) are as old—or as 
young—as they look. 

A few banks, mainly in New York, also ask the name of the 
ship by which the depositor first arrived in when coming to the 
United States. 

A New York bank, instead of the usual question ‘married or 
single,”’ says ‘‘married or unmarried, "’ the latter including widows, 
widowers, divorcees, etc. 

A Connecticut bank takes no signatures, but prefers to rely on 
its own description of the depositor ; thus one of their cards reads: 

John Doe. 

Wife—nee Smith. 

Middle aged man—dark complexion. 

Works on Railroad. 

Brother, Richard Doe. 

A very few banks print ‘“White,’’ ‘‘Colored.”’ 

Some of the following questions are asked by a few banks: 

Introduced by. 

Deposited by or By whom deposited. 

Name and address of nearest relative. 

Nationality. 

Color of eyes (this is rather a good test.) 

Telephone No. 

A snap-shot photograph of the depositor, taken when making 
the first deposit, was spoken of some twenty yearsago, and as a 
matter of course, the proposal was duly laughed at by all con- 
servative savings bank officers; yet we may have to come to it, 
as it is a fact that identifications are becoming more difficult on 
account of the enormous immigration of ignorant Russians, Poles, 
Austrians, Hungarians, Italians, etc 
Quite a number of cards have printed at foot an instruction to 
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fill out and return at once to the bank; these are employed when 
the card is sent out by mail at the request of a prospective de- 
positor, or sometimes when sent out with advertising literature. 


SOCIETY ACCOUNTS. 


These cards give the signature of the President, Secretary, and 
Treasurer, and also of the trustees (if any) who may be author- 
zed to withdraw funds. Some banks require, when notified of a 
change in the officers or trustees, that such notification be signed 
by both the retiring and the newly-elected officers and trustees. 

Only few savings banks agree as to the manner of handling 
society accounts, and many banks refuse to openthem; thesubject is 
an interesting one, we think, and may be discussed later on, if 
our readers so desire. 

Here is a card giving the conditions under which such accounts 
are opened by a New York bank: 

I The society should be incorporated under the laws of the 
State of New York, and have aseal. (Note the word 
should, as many of these associations or clubs are 
purely social or benevolent, are not incorporated, and 
have no seal.—Ep.) 

. Officers and trustees must be able to write their names 
in English characters. 

. Change of officers or trustees must not take place oftener 
than once a year. 

. Accounts may be opened subject to drafts signed by the 
majority of a Board of Trustees, such board not to 
exceed three in number, or if preferred, the account 
may be opened subject to the draft of a designated 
officer. The seal should be attached to all drafts. 

’. The bank must be promptly notified of any change of the 
officers or trustees empowered to draw, such notifi- 
cation to be signed by the President and Secretary, 
with the seal attached, and must give the date of the 
meeting when the change was made, and furnish the 
signatures of the néw officer or trustees. Until such 
notice is received, the bank will continue to pay on the 
signatures in its possession. 

. Blank forms for notifying bank of change of Trustees, 
drafts, etc., will be furnished on application. 


CARDS WITH RECEIPTS FOR AUXILIARY BANKS, 


These cards carry on their face, or on the reverse side, a re- 
ceipt for the little steel or auxiliary banks; we do not wish to 
express an opinion as to the value of these steel banks; but, to 
judge from the number of such cards received, they must be 
popular in some parts of the country. 


CARD INDEX FOR NAMES. 
They are usually blank cards, ruled to suit, containing merely 
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the number and name of the account; these cards should repre- 
sent al] the accounts ever opened by the bank; the joint and 
trust accounts should be cross indexed, and special spaces re- 
served for societies, lodges, clubs, etc. The size is merely a mat- 
ter of convenience in filing; they vary from 2 x 5 (the usual size) 
to 4x 6 inches 

A New York bank gives a// the particulars as to age, etc. on 
its index cards; this additional work is done for the purpose of 
detecting and preventing depositors from opening more than 
one account, and also permits of quick searching. 


(Zo be continued in the next number.) 


Mutual Savings Banks Advertising. 

The desirability of advertising for Mutual Savings Banks has 
not hitherto been recognized, and outside of one large savings 
bank in New York and a very few Country banks, mutual sav- 
ings banks only advertise their dividend rate every six months. 

A communication from an esteemed correspondent in Patchogue, 
New York, the Secretary of one of the few mutual savings banks 
who advertise, gives some excellent reasons for doing so, and ex- 
plains the methods used by him in reaching depositors. 


State Supervision. 

The following is an extract from the interesting address on 
“Legislation and Finance’ delivered before the Convention of 
Oklahoma-Indian Territory Bankers, in Muskogee, I. T.,on May 
26th last, by our esteemed friend, Thornton Cooke, Assistant 
Treasurer of the Fidelity Trust Co., of Kansas City, Mo. This 
matter of State regulation and supervision will be discussed at 
the convention of the Savings Bank Section of the American 
Bankers’ Association in October next in Washington, D. C.; Comp- 
troller Ridgely will make a short address on the subject and 
take part in the discussion to follow. 

“Certain philosophers, as you know, would have no banking 
laws at all. They would let anybody engage in any business not 
criminal. They believe that selfinterest would keep bankers more 
honest than government supervision keeps them, and that com- 
petition would give us the most efficient bankers. 

“Few now accept this extreme idea. It is held that some 
businesses are of such inherent power that the people must to 
some extent, deal with them collectively. Such a business is 
manufacturing, in which the public limits hours of labor. Such, 
also, are unusual aggregations of capital, which the public watches 
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with an eye jealous of monopoly. Such is our own business, for 
to us are entrusted the savings of the nation. 

“The public says that it supervises, regulates and inspects us 
not only for its own safety, but for our prosperity. It says that 
its confidence in us is stimulated and the volume of its business 
with us increased by the annual visits of its examiners. It is 
worth noting, however, that banking is nowhere more prosper- 
ous than in the United Kingdom and Canada, where the govern- 
ment regulates little and inspects less. The banks are large, their 
branches are numerous, and each examination is by an officer of 
the bank inspected. The freshening up, the jolting of ideas, which 
is the chief benefit most of us derive from an inspector’s call, is 
given in a British or colonial bank by one himself connected with 
the bank, by one who,familiar with the bank’s policy and acquainted 
with all its affairs, is able to give the local manager the most 
helpful advice. 

“The degree of regulation and supervision reached in certain 
western states is typical. Every little bank has a ‘board of 
directors,’ although the whole capital is seldom enough to ex- 
cite interest in more than one or two people. This ‘board’ must 
hold and report formal meetings, although a majority of that 
board is apt to be in the cashier’s family. The bank must keep 
a reserve, even against its time certificates of deposit; but the 
legal percentage of reserve to total deposits is less than a good 
banker would ordinarily keep. 

‘The bank officers must decline overdrafts or guarantee them; 
yet in country banks overdrafts are the most convenient form of 
short-time advances. Your local grain or cotton-middleman for 
example, is honest; and although he has no balance with you, 
you allow him to pay for wheat or cotton with checks on your 
bank. As soon as a carload is bought he ships it to market and 
gives you a bill of lading. One of your cattlemen can feed more 
steers than he owns. He buys more, with checks on you; and 
when his ‘bunch’ is complete, he gives you a note and mortgage. 
You have dealt with this cattleman before, and you know that 
the transaction is safe. If you permit indiscriminate overcheck- 
ing, you are not in control of your business. If however, you 
permit an overdraft only when applied for like any other loan, 
and if you enter in a book what the overdraft is to be used for, 
how long it may run and how it is to be settled, you have a 
system that might well be legalized, a system like the famous 
Scotch ‘Cash Credits.’ 

“No matter -how large their deposits and how strong their re- 
serves, banks are forbidden to lend more than a small per cent. 
of their capital to one business concern. This law is so unprac- 
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tical that it is habitually violated. Certain banks have never for 
years come within its provision once. 

‘‘Banks have to publish reports that only a bookkeeper can 
follow and understand. Banks are everywhere hampered by red 
tape and by useless restrictions. 

“We have expressed some objections to the share the govern- 
ment has in our business. Let us now formulate more definitely 
our notions of what the share of the government ought to be. 

‘“‘We approve the care the state takes to ascertain that a new 
institution is really a bank and not a swindle. We approve the 
requirement for a reserve. Good bankers will keep a strong re- 
serve anyway, and the others ought to be made to do so. We 
approve examination by public officers, since under our banking 
system there is no other efficient inspection. Reports, we like to 
publish for advertisement, although we would ourselves make 
them simpler and easier for our customers to understand, by 
condensing items of only statistical interest, and other items 
called for to deter us from having such items on our books at 
all. We approve of all systematic money-lending to good men, 
no matter what the loans are called. And we certainly would 
not install, in a $10,000 bank, the elaborate machinery of direc: 
torate and committees, fitted for a great city bank.” 


A New Downtown Office. 

The Windsor Trust Co., located in Fifth Avenue, New York, 
has decided to open a downtown office for the convenience of its 
patrons; it has leased the fine offices in the Mutual Life Insur- 
ance Co. building, No. 65 Cedar Street, corner of Nassau Street, 
in the center of the financial district, and will be ready to trans. 
act business there about the 1st of September next. The Windsor 
Trust Co. has a record of success equaled but by few corpora- 
tions of its kind, and due not only to the very high character, 
responsibility and business ability of its directors, and the zeal 
and urbanity of its officers, but also to the up-to-date, aggres- 
sive, yet conservative, methods which obtain in its management; 
its investments are of the highest possible grade, and it gives 
unparalleled facilities to its patrons for the transaction of their 
business, offering them all inducements consistent with legitimate 
and conservative banking in all its branches. 


American Bankers’ Convention. 

The date of the Convention has been changed to the 10th, 
11th, 12th and 13th of October next, in Washington, D.C. The 
Savings Bank and Trust Company Sections will hold their meet- 
ings on the 10th of October. 
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MUTUAL SAVINGS BANK ADVERTISING. 


WALTERS. Rosk, SECRETARY, THE UNION SAVINGS BANK, PATCHOGUE, 
N.Y 


The subject of advertising has been largely discussed and its 
benefits to all classes of business extensively dilated upon, with 
the possible exception, I believe, of Mutual Savings Banks, con- 
sequently I am impelled because of the deep interest I take in 
the welfare of these institutions, to briefly discuss the advantages 
it has for them. 

Bankers, like men of all branches of business, have decidedly 
divergent opinions on the subject of advertising and we frequently 
find some who do not believe in it at all, especially among the 
Savings banks, while others are disposed to carry it to excess. 
To begin with, I believe the best and most productive advertis- 
ing a Savings bank can have, is the daily words of commenda- 
tion from customers and depositors, whose transactions at the 
Bank have been and should always be so pleasant as to makea 
lasting impression. Savings banks largely have transactions 
with a class unacquainted with business methods, and who conse- 
quently are incapable of investing their funds, which causes them 
to sometimes ask, what may seem to those in attendance, many 
needless questions, but to the uninformed they are important. 

It is no less important to the bank that all these apparently 
unnecessary questions, as far as it is proper, be answered court- 
eously, otherwise the newly made depositor goes away disap- 
pointed and with a determination not to recommend anyone else 
to do business at that bank. That kind of advertising would be 
as unprofitable as unnecessary. 

As the Secretary of a Savings Bank my duties are diversified, 
but those which I most enjoy are meeting and waiting upon de- 
positors, if not engaged with other matters, but it can’t be said 
other more important matters, for it is doubtful if there is any- 
thing more important for the bank’s success than to have every 
attention shown its patrons. Right at the bank’s counter is 
where a large amount of good advertising can be done if tellers 
would always be prompt and courteous, showing proper interest 
in the welfare of those entrusting, perhaps their all, with the bank. 

From personal observation I know these methods win much 
new business and I am equally certain, from what I am frequently 
told, although not crediting all stories, that the reverse drives 
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much business away from Savings banks. These thoughts bring 
to mind the words of the Vice President of a large corporation, 
who said dryly, when I was thanking him for some favors shown 
the Institution which I represented “Oh, we never lost anything 
by being decent.”” Howtrue this simple saying might be of all of us. 

The exceptionally strong points the Mutual Savings Banks 
enjoy, especially in New York State, gives them an opportunity 
to advertise very advantageously in the press. If they took up 
the matter of advertising aggressively, they undoubtedly would 
materially increase their deposits, thereby fulfilling their true 
sphere by saving a great many from losses, who can ill afford 
them, by investing in ‘‘get-rich-quick’’ schemes through adroitly 
worded advertisements promising large dividends. 

Large rates of interests are possibly paid for a time, but when 
the principal is called for, unlike in the Savings banks, where the 
principal is always secure, then the crash comes and it is_ the 
same old story, why did I not put my money in the Savings bank. 

The following advertisement set up in a double column four 
inch space conforms with these ideas, and, if given attractive 
headlines to attract the eye, is sure to have many readers. 


THREE BILLIONS DEPOSITED 
IN SAVINGS BANKS 
IN THE UNITED STATES 


Savings Banks are popular because they are established 
to encourage thrift and to provice an absolutely safe place for 
the working class to deposit their savings. 

They are under the Constant Supervision of the State, 
and the classes of securities in which they may invest their 
deposits are NAMED and LiMiTED by law while others are not. 

It costs nothing to start an account, and depositors can 
get all or part of their money whenever needed ; but if not 
drawn they are assured interest at the highest rate perfect 
safety will permit, because all the earnings belong to the de- 
positors, there being no stock to pay dividends upon. 

Our bank is conveniently located on Main Street, next to Post Office, 
and for the convenience of the public it is open Saturday Evenings, from 7.00 
to 8.30, for opening accounts and receiving deposits only. 


A list of the trustees appended gives confidence that the bank’s 
affairs are carefully conducted, for, as a rule, the list contains 
the representative business men, who are usually known by 
country folk, especially. A great deal of discretion needs to be 
exercised in preparing the advertisement, always keeping in mind 
that it is the confidence of the people that is needed before any- 
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thing else, and the least word must not be inserted from over- 
zealousness that might shake their confidence. Stereotyped ad- 
vertising is of little value in promoting new business, and on the 
other hand flashy or sensational matter cannot be used, for it 
might disturb the confidence the bank already enjoyed. 

There seems to be a weakness or lack of aggressiveness on the 
part of those controlling Savings banks, perhaps because of in- 
terest in other financial institutions, although it should not be so, 
to make as strong bid as they should for business rightly be- 
longing to them. If the Savings banks would keep advertising 
the fact that they are the safest institutions under the banking 
system, that the class of securities in which they may invest are 
named and limited by law, while others are not, it would cause 
many to hesitate before taking up wildcat schemes. This charac- 
ter of advertising would educate the masses to patronize the 
Savings banks, where the first thought, always, is safety of prin- 
cipal, and it would prevent such needless losses as occurred by 
the failure of the German Bank, of Buffalo, recently, where three 
millions of dollars were lost by about eight thousand depositors, 
whose accounts the Superintendent of Banks afterward said, right- 
fully belonged in Savings banks. 

A plain appeal to the reason of the people, setting forth the 
advantages and security offered by the Savings banks, is much 
more effective than telling them they must practice economy and 
deny themselves all luxuries. The fact should be kept before them 
that the Savings banks are established for their accommodation 
and that the officers will advise them on any business matter 
with which they may be acquainted It is well to advertise the 
convenient location of the bank, its accommodations and ap- 
pointments as well as its hours, especially the evening hour 
usually given during the week, for the benefit of laboring people. 
Because of a class largely doing business with our Savings banks, 
care should be taken not to talk over their heads in the bank’s 
advertising matter by using monetary and financial expressions 
with which the masses are not entirely familiar. 

While the character of advertising herein outlined has brought 
very satisfactory results to a country bank, it may not be ap- 
plicable to city methods, but it would seem feasible for them as 
well. If the Savings banks were to take up more earnestly this 
question of advertising they would largely augment the philan- 
thropic work for which they were founded. Savings banks must 
increase their deposits to make money for their depositors and 
increase their surplus for the depositors’ protection. 

In conclusion, the words of Gladstone are very appropriate: 
“Nothing except the mint can make money without advertising.” 
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THE DUTIES OF AN AUDITOR. 


H. P. Wenic, AupIToR Winpsor Trust Co., New York. 


At the convention of the American Bankers’ Association, held 
in New Orleans, November 11, 1902, was discussed the desirabil- 
ity of having an Auditor among the officers of a Trust Company. 

Investigation had been made by a special committee appointed 
for that purpose in February of the same year, ard they reported 
that there were only three Trust Companies in the United States 
having such an officer. 

At the next convention held in San Francisco, October 20, 
1903, the committee reported that there was only one Company 
in New York City having an Auditor. Since this convention, 
other Trust Companies have created this office. 

The greatest safeguard and protection against the possible 
dishonesty, not only of the clerks, but of the officers, is in having 
an Auditor. . 

Periodicalexaminations by a committee of stockholders or State 
Bank Examiners are usually thoroughly made, but the lack of 
time necessarily prevents what may be called a complete audit. 
There should be the constant supervision of an Auditor; and, be- 
sides the above examinations, a Trust Company, on the Directors 
initative only, should be occasionally audited by an Audit Com- 
pany or a certified public accountant. 

The Auditor should have exclusive control of the clerks and 
fullauthority to systematize the office, and be free from suggestions 
from the other officers, except the President and Directors. 

Auditing is a life study, and, to be successful in it, one must 
keep in touch with the ideas of others. Investigating the sys- 
tems of other institutions and perusing the different papers and 
magazines touching on this subject is advisable. 

Tact in handling the clerks is necessary. They get to be 
mechanical, and usually do not take kindly to new ideas, and 
are not easily induced to make changes in their work or depart- 
ment. It is well to work with the clerks when making any special 
change until everything is running smoothly. 

An Auditor should be conversant with the duties of each 
clerk, so that if it becomes necessary, he can at a moment’s 
netice fill any one’s position. 

Each morning a report is made to the President. At the dif- 
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ferent meetings of the Directors, statements and statistics are 
submitted, such as: average rate of interest receivable and pay- 
able, average balance of the depositors, a list of large accounts, 
changes in loans, underwriting, securities, Bonds and Mortgages 
and trusts, earning statement, summary of the condition of the 
Company, also of the safe deposit and silver vault department; 
and anything else that may be of interest. 

The business of Trust Companies differs widely; and each hav- 
ing their own system and method of doing business, it is difficult 
to lay down any hard and fast rule, determining how the com- 
pany should be audited; but some general principles besides those 
I have mentioned may be outlined. 


GENERAL LEDGER.—This ledger being the most important, the 
Auditor gives a great deal of his personal attention to the differ- 
ent entries made each day. He periodically checks back the in- 
come received, due and accrued, such as interest on loans, bank 
deposits, bonds and mortgages, investments, rentals from safe- 
deposit boxes and silver storage, fees from trusts, commissions of 
all kinds, profit and loss account, etc. An income book is kept 
giving the particulars of the above. The different bank accounts 
are reconciled every ten days. 


Loan DEPARTMENT.—A trial balance of the loans is taken once 
a month and proved with the general ledger. The collateral is 
examined by the Auditor with the assistance of an officer. The 
Auditor at different intervals makes up a list of collaterals, and 
has same verified by the borrowers. Bonds and Mortgages, Secu- 
rities and trusts are inspected carefully, and the total of each 
verified by the general ledger. 


TELLER’S DEPARTMENT.—Cash is counted twice a month and 
verified with teller’s proof. The proof is verified with general 
ledger every day. 

INDIVIDUAL AND BALANCE LEDGERS.—As soon as a transaction 
is made, the entries are posted immediately to the account in the 
balance ledger, and then written in the debit and credit book by 
another clerk. 

The individual book keepers post from these books. The 
balance ledgers are balanced every day with the general ledger 
and the accounts verified with the individual ledger twice a week. 
The bookkeepers are changed from one ledger to another at the 
discretion of the Auditor. Every three months, if the pass-books 
have not been balanced, they are called in and balanced by an 
assistant. This is the best check against the possible dishonesty 
of the tellers and book-keepers. 

Some Trust Companies send a statement of each account at 
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the end of every month to their depositors. This is an excellent 
check but creates a good deal of additional labor and expense. 

The Auditor should watch the individual accounts carefully 
and if any are not profitable he shouid weed them out. 


COLLECTION OF OUT-OF-TOWN CHECKS.—The collection ledger is 
proved each day with the general ledger. This ledger is watched 
carefully to see that the corresponding banks remit promptly the 
full amount due. The individual out-of-town check accounts are 
kept in such a way that it can be readily seen what the profit is 
on each, 

ExPENSES.—AIl bills are examined by the Auditor and approved 
for payment by an officer, then entered into a voucher book, and 
voucher made out and attached to bill. This book is proved by 
the general ledger at the end of every month. 

STATEMENTS.—Statements of all kinds are O. K’d by the Auditor 
before being sent out 

TREASURER’S AND CERTIFIED CHECKS—Treasurer’s and certified 
checks are proved once a week by taking the total of out- 
standing checks and proving same with ledger. 


SaFE Deposit VauLt.—The book-keeping of this department 
not being intricate, it is a comparatively simple matter to detect 
at a glance any discrepancies. 

I will close by saying that the Auditor should be able to de- 
tect the slightest irregularity, must be up-to-date, constantly on 
the look-out for any weakness in the system, and engineer the 
work of the office, not mechanically but intelligently. 


Monthly Reports of Deposits and Withdrawals. 

‘The members of the Savings Bank Section of the American 
Bankers Association have had under consideration, for some time, 
a proposal to forward monthly to the Secretary a report of each 
member Bank's deposits and withdrawals; the individual figures 
are to be communicated to no one else, but are to be collated 
by the Secretary in a general form, giving totals for each 
State, groups of states, and United States; these totals to be sent 
to the members at the beginning of every month. The project is 
an ambitious one, but the resulting benefitin the way of watch. 
ing the trend of prosperity—or otherwise—as a guide for invest- 
ments, etc., etc., would appear to amply justify the work and ex- 
pense. We have received several letters discussing the subject, but 
want of space prevents us from printing them in this issue; one 
letter, received from the Savings Bank officer who made the 
original proposal, will, in any event, be published in our next issue, 
as itgives a very fair and interesting exposition of the whole matter. 
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Agreements Assenting to Future Changes in By-Laws and Rules of a Savings Bank. 


be question is suggested :* Whena 
depositor in a savings bank signsa 

signature card which contains an 
agreement to be bound, not only by 
existing, but by future by-laws, rules 
and regulations of the bank, or future 
amendments and changes of those ex- 
isting when the signature is made, is 
such an agreement as to future by-laws 
or changes, legally binding upon him? 

It isthe settled law in New York and 
other states that the prescribed rules 
and regulations of a savings bank, if 
properly communicated and assented 
to by the depositor, constitute a con- 
tract between depositor and bank; and 
this, not only when the depositor signs 
an agreement assenting to the by-laws, 
rules and regulations but also, though 
unsigned, when printed in the pass- 
book delivered to and accepted by the 
depositor, do they constitute such con- 
tract. 

But where the depositor signs an 
agreement assenting to future by-laws, 
or changes, is he bound by new by-laws, 
rules or regulations, or amendments or 
changes of existing ones when made? 
Would the fact whether he had notice, 
or was ignorant of the new or changed 
rules have any bearing upon the 
question ? 

In the Massachusetts case of Kimins 
v. Boston Five Cent Savings Bankt a 
depositor upon opening an account 
subscribed the rules and regulations of 
the bank in the following form: ‘‘ The 
subscribers, whose signatures appear 
below or the agents of such subscribers, 

* See page 518, this number. 

t+ 141 Mass. 33 


agree to be governed and to abide | 
the regulations of this institution, ; 
expressed in the by-laws of the same. 
The depositor received a deposit-boo 
containing the by laws as they then ex- 
isted among which was one giving th 
bank’s trustees power ‘to alter or 
amend these by-laws.” The bank hac 
paid certain deposits on forged orders. 
According to the by-laws upon thesub 
ject which existed at the time the ac- 
count was opened, it would have been 
liable, but the bank had afterwards 
amended the by-law in such a way that 
if the amendment, and not the original 
by-law, governed, it would be pro- 
tected as the payments were made after 
the amendment. The bank did not 
give the depositor a new book contain- 
ing the amended by-law and it was not 
itscustom to give notice to its depositors 
of change in the by-laws, or make any 
change in the deposit books in such 
cases; nor had the depositor been re- 
quested to sign the amended by-law 
nor was it customary to make requests 
for signature in such cases. 

The court held that the original con- 
tract did not cover the amended by-law; 
that by the contract the depositor 
agreed to be governed by the by-laws 
of the bank, and the by-laws were con- 
tained in the deposit book given to 
her. Said thecourt: ‘‘ The (amended) 
by-law in question is not one which 
materially concerns the regulations of 
the institution as to the time and man- 
ner of paying deposits to depositors. 
It materially affects the contract of de- 
posit in the interest of the bank, and 
not of the depositor; and if it applies 














) deposits made before it was passed, 
t authorizes the bank to pay the money 
of depositors to those not authorized by 
the contract to receive it, and to relieve 
‘he bank from its obligation to pay it 
} the depositors. Authority to make 
such a material change in the contract, 
vithout the knowledge of the plaintiff, 
cannot be inferred from her agreement 
to abide by the regulations of the in- 
stitution.” 

In a later Massachusetts case,* at 
the time a deposit was made, the de- 
positor signed a deposit-book assenting 
to the regulations and by-laws then in 
force and ‘‘to those which may be 
hereafter made pursuant to the power 
granted in the the third article.”” The 
third article provided for further regu- 
lations or by-laws, or alterations of 
those already made, and that ‘‘all such 
regulations, by-laws and alterations 
shall be equally binding on all deposi- 
tors as those by them subscribed, after 
the same shall have been duly made 
known.” A by-law was adopted after 
the deposit was made. The court said 
there was nothing to show that the 
amended by-law was ever made known 
to the depositor or that any steps were 
taken to make it known to him. With- 
out undertaking to say what would 
constitute a making known to deposi- 
tors of subsequent amendments or al- 
terations, it was manifest neither the 
depositor, or any one representing him 
or his estate could be bound by the 
amended by-law, under the circum- 
stances disclosed in the case, and so 
far asthe bank relied upon that by- 
law, it must fail. 

In the New York case of Ranney v. 
Bowery Savings Bank,+ an account 


* Hudson v. Roxbury Institution for Savings, 
Sept. 1900, 
+ 39 Misc. Rep. 301; Nov. 1902. 
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was opened in 1888. The pass-book 
issued to the depositor at that time, 
and the signature book in which she 
subscribed the by-laws and regulations 
of the bank and agreed to be bound by 
them, had printed inthem a number of 
rules and regulations, and one of them 
was to the effect that all notices in re- 
lation to the deposits or depositors pub- 
lished by direction of the trustees in 
one or more of the daily newspapers 
of the city, or by placards in the bank, 
should be deemed and taken as person- 
al notice to each depositor. In 1891, 
the bank adopted a rule, which it pla- 
carded in the bank, forbidding any gift 
of a deposit unless by assignment or 
transfer in writing signed by the deposi- 
tor and duly acknowledged. The bank 
was sued for the deposit, made in 1888, 
by one who claimed it by way of a gift 
causa mortis subsequent to 1891. The 
bank insisted that the gift was invalid, 
because not in accordance with its 
placarded regulation. The court, 
pointing out that ‘‘said rule was not 
contained in her pass-book, nor sub- 
scribed by her at the time she made 
the deposit,” denied the contention, 
saying: ‘‘ Although every savings 
bank has authority to make and pub- 
lish reasonable regulations concerning 
the repayment of money to a depositor 
which, if assented to by a depositor, 
become part of the condition upon 
which the bank receives the deposit, 
the power must be exercised in a rea- 
sonable manner and in conformity 
with the statutes of the state.” The 
court pointed out that when the de- 
posit was made, the Banking Law re- 
quired that the regulations of the bank 
for the repayment of deposits should 
be conspicuously posted in the bank- 
ing room, and printed in the pass- 
books, and should be evidence between 
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bank and depositor of the terms upon 
which deposits were made, and the 
court said: ‘*This provision makes it 
impossible for the bank to totally 
avoid its obligation to one having a 
complete title to the fund and the 
actual possession of the pass-book, 
etc., to repay the amount deposited 
according to the rules and regulations 
printed in a depositor’s pass-book, by 
a rule or regulation adopted subse- 
quently, and it would be unreasonable 
to hold that the mere placarding of 
the subsequent rule or regulation has 
the retroactive effect contended by the 
bank.” 

The above cases are all we find hav- 
ing a bearing upon the question under 
consideration. They suggest the con- 
clusion that a future by-law or amend- 
ment, assented to in the original agree- 
ment signed by the depositor, would 
not amount to much, where its terms 
were not brought to the knowledge of 
the .depositor—especially where his 
rights were materially affected; and if 
it were practicable to bring a new rule 
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to the knuwledge of depositors, by c: 
ing in all pass-books and issuing n: 
ones, or inserting the new rule in | 
old pass-books, it would then be bin 
ing, as acontract without the necess... 
of any prior assent to the future chan; 

Governments have power to m: 
new laws which all are bound to kro 
members of benefit associations wh 
original contract gives the associat 
the right to amend or change its laws 
are also bound by future changes;+ ! 
depositors in savings banks hold 
Gifferent relation to the bank. Th: 
are bound by the rules printed 
their pass-books signed or unsigned, 
as contracts; but thecourts do nct favor 
holding them bound .by new and sub- 
sequent rules, made by the bank, of 
which they are ignorant, because of 
signed agreements assenting to such 
future rules, especially if such future 
rules are unreasonable, one-sided and 
operate to the disadvantage of the ce- 
positor. 


~ + Knights of Pythias v. Knight, 117 Ind. 489 


THE GUARDIAN TRUST COMPANY, 


Alfred M. Barrett, who recently became con- 
nected with the Guardian Trust Co. as confiden- 
tial man, has been advanced to assistant Secre- 
tary of that company. Mr Barrett seems to be 
the right man in the right place; that is to say, 
he is now placed where his ability, knowledge 
and experience as a banker will receive the 
proper recognition, for he and Charles L. Robin- 
son, the vice-president and active manager of 
the Guardian, were closely associated in the 
Western National and the National Bank of 
Commerce for over seventeen years. 

Mr. Barrett was one of the prime movers in 
the American Institute of Bank Clerks. He as- 
sisted in the organization of Alexander Hamil- 


OF NEW YORK. 


ton Chapter, the first chapter organized in the 
United States, and became its president. At 
the annual convention of the American Institute 
of Bank Clerks last year in Cleveland, he was 
chosen the permanent chairman of the conven- 
tion for 1905, to be held in Minneapolis in July. 
Since Mr. Robinson has had the management 
of the Guardian, its progress has been of the 
kind that bodes success. The deposits have 
shown a steady increase, and they now aggre- 
gate about $3,500,000, which is an increase of 
about $1,000,000, under the latter’s managemen'. 

On another page in this issue will be fourd 
the Guardian Trust Company’s official state - 
ment under date of June 7th. 
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LEGISLATION IN 1905. 


COMMUNICATIONS FROM BANK- 
ING DEPARTMENT. 


ipter 416 Laws of New York, 1905. An 
act to amend the banking law relative to 
communications from the banking depart- 
ment to banks, savings banks and trust 
companies. Became a law May 16, 1905 
with the approval of the governor. 


Section 1. Article 1 of chapter 689 of 
the laws of 1892 entitled ‘‘an act in rela- 
tion to banking corporations” is hereby 
amended by adding at the end thereof 
a new section to be known as section 
thirty-nine and to read as follows: 

$39. Communications from banking 
department. — Each official communi- 
cation directed by the banking depart- 
ment to a bank, savings bank or trust 
company, pertaining to an investiga- 
tion or examination conducted by the 
department, or to the affairs of such 
bank, savings bank or trust company, 
or containing suggestions or recom- 
mendations as to the conduct of the 
business thereof, shall be submitted, by 
the officer receiving it, to the board of 
directors or trustees of such bank, sav- 
ings bank or trust company, at the next 
meeting of such board. 

Section 2. This act shall take effect 
immediately. 


POWERS OF TRUST COMPANIES. 


Chapter 414, Laws of New York, 1905. An act 
to amend the banking law relative to the 
powers of trust companies. Became a 
law May 16, 1905, with the approval of the 
governor. 


Section 1. Subdivision 6 of section 
156 of chapter 689 of the laws of 1892, 


entitled ‘‘an act in relation to banking 
corporations,” as amended by chapter 
696 of the laws of 1893, chapter 660 of 
the laws of 1903, and chapter 492 of the 
laws of 1904, is hereby amended toread 
as follows : 

6. To act under the order or appoint- 
ment of any court of record, as guard- 
ian, receiver or trustee of the estate of 
any minor, and as depository of any 
moneys paid into court, whether for 
the benefit of any such minor, or othe1 
person, corporation or party. 

Section 2. This act shall take effect 
immediately. 


NOTE.—Before amendment, subdivision 6 
read as follows: “6. To act under the order or 
appointment of any court of record as guardian, 
receiver or trustee of the estate of any minor, 
the annual income of which shall not be less 
than one hundred dollars, and as depository of 
any moneys paid into court, whether for the 
benefit of any such minor or other person, cor- 
poration or party.” The amendment consists 
in leaving out “the annual income of which 
shall not be less than one hundred dollars.” 


BANK EXAMINATIONS. 


Chapter 394, Laws of New York, 1905. An 
act to amend the Banking Law in relation 
to examinations of banks, savings banks, 
trust companies, and other corporations 
under the supervision of the banking de- 
partment. Became a law May 16, 1905 
with the approval of the Governor. 


Section 1. Section eight of the bank- 
ing law is hereby ameaded so as to read 
as follows: 

§8. Powers of superintendent.—Every 
corporation and individual banker speci- 
fied in section two of this chapter shall 
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be subject to the inspection and super- 
vision of the superintendent of banks. 
He shall, either personally or by some compe- 
tent person or persons to be appointed by him, 
to be known as examiners, visit and examine 
every bank, trust company and individual 
banker at least twice in each year, and every 
savings bank at least once in two years, and 
every other corporation specified in section 
two of this chapter at least once in each year.* 
On every such examination inquiry 
shall be made as to the condition and 
resources of the corporation, the mode 
of conducting and managing its affairs, 
the action of its directors, the invest- 
ment of its funds, the safety and pru- 
dence of its management, the security 
afforded to those by whom its engage- 
ments are held, and whether the re- 
quirements of its charter and of law 
have been complied with in the admin- 
istration of its affairs; and as to such 
other matters as the superintendent 
may prescribe. He shall have power 
in like manner to examine every cor- 
poration and individual banker specified 
in section 2 whenever, in his judgment, 
its condition and management is such 
as to render an examination of its affairs 
necessary and expedient. He shall also 
have power to examine or cause to be 
examined every agency located in this 
state of any foreign bank or banking 
corporation for the purpose of ascertain- 
ing whether it has violated any law of 
the state, and for such other purposes 
and as to such other matters as the 
superintendent may prescribe. Zhe su- 
perintendent and every such examiner shall 





* This sentence, before amendment, read as 
follows: ‘He shall, either personally or by some 
competent person or persons to be appointed by 
him,to be known as examiners, visit and examine 
every such corporation and individual banker, 
other than savings banks, at least once in each 
year, and savings banks once in two years.” 
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have power to administer an oath to any pe 
son whose testimony may be required on ¢ 
examination of any corporation or individu 
banker specified in section 2 of this chapt. 
or on the examination of any such agenc) 
any foreign bank or banking corporation, a? 
to compel the appearance and attendance 
any such person for the purpose of any si 
examination+ If the examination sha! 
be made by the superintendent, or b 
one or more of the regular clerks in th« 
department, no charge shall be mad: 
except for necessary traveling and othe: 
actual expenses. The result of such 
examination of a savings bank shall be 
certified by the examiners, or one of 
them, upon the records of the corpora- 
tion examined. 

§ 2. This act shall take effect imme- 
diately. 





+ This sentence before amendment read as 
follows: “The Superintendent and every such 
examiner shall have power to administer an 
oath to any person whose testimony may be re- 
quired on any such examination, and to com- 
pel the appearance and attendance of any such 
person for the purpose of any such examination.” 


SEMI-ANNUAL EXAMINATION 
BY DIRECTORS. 


Chapter 418 Laws of New York, 1905. An act 
to amend the banking law with reference 
to a semi-annual examination by directors 
of banks and trust companies. Became a 
law May 16, 1905, with the approval of the 
Governor. 


Section 1. There shall be inserted 
a new section after section 21 of the 
banking law, to be known as ‘‘section 
21-a,”’ which shall read as follows: 


§ 21-a. It shall be the duty of the 
board of directors of every bank and 
trust company in the months of April 
and October in each year to examine, 
or to cause a committee of at least three 
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( its members to examine, fully into 
the books, papers and affairs of the 
sank or trust company of which they 
ave directors, and particularly into the 
loans and discounts thereof, with a 
special view of ascertaining the value 
and security thereof, and of the collat- 
eral security, if any, given in connec- 
tion therewith. Such directors shall 
have power to employ such assistance 
in making such examination, as they 
may deem necessary. Within ten days 
after the completion of each of such 
examinations a report in writing there- 
of, sworn to by the directors making 
the same, shall be made to the board of 
directors of such bank or trust com- 
pany, be placed on file in said bank or 
trust company, and a duplicate thereof 
filed in the banking department. Such 
report shall particularly contain a state- 
ment of the assets and liabilities of the 
bank or trust company examined, as 
shown by the books of the bank or trust 
company, together with any deductions 
from the assets, or additions to liabili- 
ties, which such directors or committee, 
after such examination, may determine 
to make. It shall also contain a state- 
ment, in detail, of loans, if any, which 
in their opinion are worthless or doubt- 
ful, together with their reasons for so 
regarding them; also a statement of 
loans made on collateral security which 
in their opinion are insufficiently se- 
cured, giving in each case the amount 
of the loan, the name and market value 
of the collateral, if it has any market 
value, and, if not, a statement of that 
fact, and its actual value as nearly as 
possible. Such report shall also contain 
a statement of overdrafts, of the names 
and amounts of such as they consider 
worthless or doubtful, and a full state- 
ment of such other matters as affect the 
solvency and soundness of the institu- 
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tion. Ifthe directors of any bank or 
trust company shall fail to make, or 
cause to be made, and file such report 
of examination in the manner, and 
within the time, specified, such bank or 
trust company shall forfeit to the peo- 
ple of the state one hundred dollars for 
every day such report shall be delayed, 
which penalty may be recovered through 
an action brought by the attorney-gen- 
eral against such bank or trust com- 
pany, in the name of the people of the 
state of New York. The moneys for- 
feited by this section, when recovered, 
shall be paid into the state treasury, to 
be used to defray the expenses of the 
banking department. 

$2. This act shall take effect imme- 
diately. 


RESTRICTIONS ON BANK AND 
TRUST COMPANY LOANS. 


Chapter 456 Laws of New York, 1905 An act 
to amend the banking law in relation to 
the amount which a bank or trust company 
may loan to any person, company, corpo- 
ration or firm. Became a law May 16, 1905. 
with the approval of the governor. 


Section 1. Section 25 of the Bank- 
ing Law is hereby amended so as to 
read as follows : 

§ 25. 1. No bank or trust company 
shall make any loans or discounts to 
any person, company, corporation or 
firm, or upon paper upon which any 
such person, company, corporation or 
firm may be liable to an amount ex- 
ceeding the one-tenth part of its capital 
stock actually paid in and surplus, but 
this restriction shall not apply to loans 
or discounts secured by collateral secu- 
rity worth at least fifteen per centum 
more than the amount or amounts 
loaned thereon, nor to the discount of 
bills of exchange drawn in good faith 
against actually existing values, nor to 
commercial or business paper actually 
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owned by the person negotiating the 
same, provided, however, that the total 
liability of any person, company, cor- 
p>?ration or firm shall not exceed forty 
per centum of the actual paid in cap- 
ital stock and surplus fund of such bank 
or trust company, and further provided 
that where the loans or discounts to 
any one person, company, corporation 
or firm exceed the one-tenth part of 
the capital stock and surplus fund of 
the bank or trust company the excess 
of such loans or discounts must be se- 
cured by collateral security worth at 
least fifteen per centum more than the 
amount thereof. 

2. No such corporation nor any of its 
directors, officers, azents or servants 
shall, directly or indirectly, purchase or 
be interested in the purchase of any 
promissory note or other evidence of 
debt issued by it for a less sum than 
shall appear on the face thereof to be 
due. Every person violating the pro- 
visions of this sub-division shall forfeit 
to the people of the state three times 
the nominal amount of the note or 
other evidence of debt so purchased. 

3. No president, director, cashier, 
clerk or agent of any such corporation, 
and no person in any way interested or 
concerned in the management of its 
affairs, shall as individuals discount, 
or directly or indirectly, make any loan 
upon any note or other evidence of debt, 
which he shall know to have been of- 
fered for discount to such corporation, 
and to have been refused. Every per- 
son violating the provisions of this sub- 
division, shall, for each offense, forfeit 
to the people of the state twice the 
anount of the loan which he shall have 
made. 

4. No officer, director, clerk or agent 
of any bank shall borrow from the bank 
with which he is officially connected any 
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sum of money without the consent anc 
approval of a majority of the board o 
directors thereof. Every person vic 

lating this provision shail, for each of 
fense, forfeit to the people of the stat 

twice the amount which he shall hay: 
borrowed. 

5. No such corporation shall mak: 
any loan or discount on the security of 
the shares of its own capital stock nor 
be the purchaser or holder of any suc! 
shares unless such security or purchase 
shall be necessary to prevent loss upon 
debt previously contracted in good 
faith ; and stock so purchased or ac- 
quired shall, within six months from the 
time of its purchase, be sold or dis- 
posed of at public or private sale. 
Every person or corporation violating 
the provisions of this subdivision shall 
forfeit to the people of the state twice 
the nominal amount of such stock. 

6. The directors of any bank may 
semi-annually or quarterly déclare a 
dividend of so much of the net profits 
of the corporation of which they are 
directors as they shall judge expedient, 
but each such corporation shall, before 
the declaration .of a dividend, carry 
one-tenth part of its net profits earned 
since its last preceding dividends to its 
surplus fund until the same shall 
amount to twenty per centum of its 
capital. Any surplus fund already ac- 
cumulated by any such corporation 
may be counted as part of said twenty 
per centum. Each corporation shall 
report to the superintendent of banks 
within ten days after declaring a div- 
idend the amount of such dividend, 
and the amount of net earnings in ex- 
cess of such dividend, and the amount 
carried to the surplus fund. Such re- 
prt shall be attested by the oath of the 
president or cashier of the corporation. 
If the directors of any such corpora- 
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tion shall knowingly violate, or know- 
ingly permit any of the officers, agents 
1r servants of the corporation to violate 
any of the provisions of this subdivi- 
sion, all the rights, privileges and fran- 
chises of the corporation shall thereby 
be forfeited. Such violation, shall, 
however, be determined and adjudged 
by the supreme court of the state in a 
suit, brought for that purpose by the 
superintendent of banks in his own 
name before the corporation shall be 
declared dissolved. 

7. No savings bank hereafter incor- 
porated shall do business or be located in 
the same room orin any room commun- 
icating with any bank, or national bank- 
ing association. 

2. This act shall take effect imme- 
diately. 





NotTe.—The amendment to section 25 con- 
sists in certain changes made in subdivisions 1 
and 4. The other subdivisions remain the same. 
The former subdivision 1 commenced with the 
provision that ‘tno corporation or banker to 
which this chapter is applicable shall make any 
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loan or discount,” etc. This is now changed to 
read ‘‘No bank or trust cempany shall make,” 
etc. By the former subdivision, loans were re- 
stricted to one-fifth of the capital paid in and 
surplus; the one-fifth is now changed to one- 
tenth. There is the same provision concerning 
what loans or discounts the restriction shall 
not apply to. But the proviso has been changed. 
In the old subdivision it read: “ Provided how- 
ever that such loans or discounts on such col- 
lateral, or such discount of bills of exchange 
drawn in good faith against actual existing 
values, or such commercial or business paper 
actually owned by the person negotiating the 
same, shall not exceed one-half the actual paid- 
in capital stock and surplus of such corporation 
or banker, including the loans first provided for 
in this section.” As seen, the proviso. is now 
made to read that the total liability of gny per- 
son, etc., shall not exceed 40 per cent. of capital 
and surplus; and further, that where loans to 
any one person exceed one-tenth of the capital 
and surplus of the lending bank, the excess 
must be secured by collateral worth atleast 15 
per cent. more than the amount theredf ~, 

Subdivision 4 is amended by omitting “same 
ings bank” from its application. 


It form 
read ‘no officer, director, clerk, or agent of af 
bank or savings bank shall borrow”’ etc. 


—_ 
. 


A GEORGIA COMPLAINT CONCERNING DRAFTS. 


At a meeting of the Atlanta Credit Men’s 
Association recently held, some discussion was 
had as to the refusal of the local banks to accept 
on deposit checks drawn by certain country 
customers, made payable in current exchange. 
rhis matter, however, was deferred for final ac- 
tion until the next regular meeting. 

It was brought to the attention of the Asso- 


ciation that certain local banks were unreason- 
able in their charges, and neglectful of presenting 
drafts drawn by wholesale merchants, and after 
full discussion it was resolved that a committee 
of the Association be appointed to confer with 
the Georgia Bankers’ Association for the purpose 
of agreeing upon a uniform method for the hand- 
ling of drafts. 


FISK & ROBINSON’S MONTHLY BULLETIN FOR JULY. 


The July monthly investment bulletin issued 
by Fish & Robinson says: 


“The inactivity in the railroad bond market 
during the month of May continued well into 
the middle of June, but toward the close of the 
month the demand for well secured bonds 
strengthened and prices advanced fractionally 
se 6¢ © 

“We have purchased from the Keystone 
Telephone Company of Philadelphia $4,000,000, 


out of an authorized issue of $10,000,000 of its 
First Mortgage Five Per Cent. Thirty Year Gold 
Bonds. * * * The authorized bonded 
indebtedness of the Company consists of 
$10,000,000 first mortgage five per cent. thirty 
year gold bonds, interest upon which will be 
paid free of tax. The proceeds of the $4,000,000 
of bonds which we have purchased clears up 
all the floating indebtedness of the Company 
and provides sufficient working capital.” 
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THE VIRGINIA BANKERS’ CONVENTION. 


The twelfth annual convention of the Vir- 
ginia Bankers’ Association, the largest and most 
successful in the history of that association, was 
held in Richmond on June 15, 16and 17. Among 
those present were a number of the most repre- 
sentative business men and financiers of Virginia 
and the South. 

Many able addresses were delivered by the 
officers and members of the association and by 
the distinguished visiting bankers. 

The address of the retiring President, W. M. 
Habliston,was enthusiastically received, likewise 
that of Colonel John B. Purcell, president of the 
First National Bank, of Richmond, who extended 
the visitors a cordial welcome on behalf of the 
bankers of Richmond. Mr. Carter R. Bishop, 
cashier of the National Bank, Petersburg, Va., 
made the response to President Habliston and 
Colonel Purcell, on behalf of the visitors, and 
his address was one of the features of the first 
day's session, being humorous, reminiscent and 
practical. 

Other strong and hopeful addresses were de- 
livered by Robert F. Maddox, president of Mad- 
dox-Rucker Banking Co., and president of the 
Chamber of Commerce, Atlanta, Ga.; Wm. A. 
Blair, vice-president People’s National Bank, 
Winston-Salem, N. C.; Charles A. Douglas, one 
of the leading attorneys of Washington. D. C., 
and R. T. Barton, president Farmers & Mer- 
chants National Bank of Winchester, Va. 

The entertainment feature of the programme, 
which was given by the Richmond bankers, was 
one of the most elaborate ever given to a State 
Convention. After the first day’s session the 
party was taken on special electric cars to the 
Lakeside Park, and there an elegant luncheon 
was served. In the evening seats were provided 
for all at the Casino Theater. Friday evening 
a banquet was given in Masonic Temple, when 


over three hundred guests and their ladies sai 
down to a sumptuous feast. 

The principal feature of the evening was th: 
presence of the Hon. Leslie M. Shaw, Secretary 
of the Treasury, who delivered one of the most 
practical addresses that the bankers of Virginia 
have had the pleasure of hearing for a long time 

Aside from Secretary Shaw, there was a bevy 
of brilliant orators, all of whom delivered highly 
interesting addresses. They were Governor 
Montague, Wyndham R. Meredith, John Stew- 
art Bryan, Henry Landon Cabell, of Richmond, 
Joseph G. Brown, of Raleigh, N. C., and R. F. 
Maddox, of Atlanta, Ga. 

On Saturday morning the entire party was 
taken by train to Newport News, and from there 
by boat for a five hours’ sail to Cape Henry, 
stopping at Old Point Comfort. 

The last session of the convention was held 
on the boat on Saturday morning, when the 
election of officers for the ensuing year took 
place. S. H. Hansbrough, president of tlie Shen- 
andoah Valley National Bank of Winchester, 
was elected President of the Association, and 
N. P. Gatling was unanimously re-elected Sec- 
retary. Much credit is due Mr. Gatling for the 
manner in which he has built up the Virginia 
Bankers’ Association. In his last report he 
shows that there are but ten banks in the State 
of Virginia that are not members of the associa- 
tion. 

Among the visitors attending the convention 
were W. O. Jones, of the National Park Bank, 
New York; A. A. Knowles, vice-president of 
the Mechanics National Bank, New York ; Henry 
D. Love, chief inspector of the New York Audit 
Company; Albert D. Graham, assistant cashier 
Citizens National Bank, Baltimore; Frank V. 
Baldwin, assistant cashier Commercial and 
Farmers National Bank, Baltimore. 


THE SURPLUS OF THE AMERICAN NATIONAL BANK, OF INDIANAPOLIS. 


The American National Bank of Indianapolis 
has added $25,000 to its surplus fund, ma- 
king a total of $275,000. This is in addition 
to $50,000 added January I to the previous ac- 
cumulation of $200,000. While this bank 
claims to be only on a 5 per cent. basis, as a 


matter of fact it has paid two-and-a-half per cent. 
semi-annually and also an extra 1 per cent. both 
spring and fall since it began paying dividends, 
July 1, 1903, two years after its organization. The 
total disbursements now aggregate $165,000, in 
addition to the increase of its surplus. 





COLLECTION OF CHECKS ON PHILADELPHIA TRUST CO’S. 


545 


COLLECTION OF CHECKS UPON PHILADELPHIA TRUST CO’S. 


"THE following circular letter to the trust com- 
panies of Philadelphia, accompanied by 

a copy of the report of the Trust Companies’ 

Committee, is self-explanatory : 

To the Trust Companies of Philadelphia : 

In December, 1904, the subject of improving 
the present system for the collection of checks 
upon Trust Companies was brought to the at- 
tention of the officers of some of the Trust Com- 
panies and Banks, and met with general ap- 
proval. In order to bring the matter properly 
under consideration, a memorial to the Clearing 
House Association was prepared by the Trust 
Companies, submitting three general plans, and 
suggesting the appointment of a Committee to 
confer with a Committee from the Trust Com- 
panies. 

This memorial was signed by the Presidents 
of fifteen Trust Companies and presented to the 
Clearing House Association by its President on 
January 9, 1905. The subject was referred to 
the Clearing House Committee, and, subse- 
quently, a Committee of Seven was appointed 
by the Trust Companies to meet the Clearing 
House Committee in conference. 

The result of these conferences and the pres- 
ent standing of the matter are set forth in the 
report of the Trust Companies’ Committee, a 
copy of which is sent you herewith. 

Respectfully, 
LEWIS S. RENSHAW, Chairman. 

PHILADELPHIA, June 19, 1905. 


PHILADELPHIA, June 19, 1905. 


To the Trust Companies, Signers of the Memorial 
to the Clearing House Association : 


Your Committee, appointed March 3, 1905, 
for the purpose of conferring with the Clearing 
House Committee, respectfully reports that two 
conferences with said Committee have been held, 
one on March 6th and one on May 26th. Asa 
result of these conferences and some correspond- 
ence, the following conditions have been made 
acceptable to both committees. 

First.—Fees to be paid by Trust Companies 
as follows: 


_ Every non-member institution sending 
its exchanges through a member of the As- 
sociation shall pay to the Association fees 
as follows: 

$750—annually, in advance, for institu- 
tions having a combined Capital and Sur- 
plus of $1,000,000 and upwards. 

$500-—for institutions having a combined 
Capital and Surpius of $500,000 to $1,000,- 
000, 

$375—for institutions having a combined 
Capital and Surplus of $250,000 to $500,000, 

These rates are a compromise between the 
Clearing House Committee’s proposal and the 
counter proposal of your Committee. 

Second.—Each Trust Company to deposit with 
its Clearing Bank collateral as follows: 

1. Institutions with Capital of $800,000 
and over, 10%. 

2. Institutions with Capital of $500,000 
and under $800,000, 15%, but not to be re- 
quired to deposit over $80,000. 

3. Institutions with Capital over $250,- 
ooo and under $500,000, 20%, but not to be 
required to deposit over $70,000, 

4. Institutions with Capital of and under 
$250,000 shall deposit not less than $50,000. 

All securities received by Member Banks 
must be in negotiable form and must be 
lodged in the name of the Bank with the 
Clearing House Committee and be subject 
to any claims arising against the non mem- 
ber institution through its dealings with the 
Bank Member. 

This condition was accepted by your Com- 
mittee subject, before adoption, to opinion of 
counsel as to form of receipt, terms, etc. 

Third.—Trust Companies must have been in 
business at least one year prior to application 
for clearing privileges and have Capital and 
Surplus of not less than $250,000. They must 
furnish weekly statements of condition and sub- 
mit to examinations by the Clearing House 
Committee when required. 

On the question of reserve to be held by Trust 
Companies, the Committees have not been able 
to agree. The original proposition by the Clear- 
ing House Committee was as follows: 

Each non-member clearing through a 
member of this Association shall maintain 
a cash reserve in its vaults of not less than 
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five per centum of its net average deposits, 
and not less than ten per centum of its net 
average deposits in its depository banks. 


Your Committee, while agreeing as to the 
total reserve of fifteen per cent. of average de- 
posits, claimed the right of allowing each Com- 
pany to use its discretion as to the proportion of 
said reserve which shall be held in cash in 
vaults, and offered the following substitute in 
place of the Clearing House proposition : 

Each non-member clearing through a 
member of this Association shall maintain 
a reserve, consisting of cash in its vaults 
and on deposit with its depositories, of not 
less than fifteen per centum of its net aver- 
age deposits. 

Then followed the conference of May 26th, at 
which your Committee submitted a statement 
giving its reasons for the position taken by it on 
this question. 

On May 3Ist, your Committee was notified 
that the Clearing House Committee had amended 
i s original proposition as follows: 

Each non-member clearing through a 
member of this Association shall maintain 
a reserve of not less than fifteen per cent. 
(15%) of its net average deposits, of which 


LAW JOURNAL. 


three per cent. (3%) shall be in cash in its 
vaults up to June 1, 1906, and thereafter 5 
per cent. (5%) in cash reserve shall be main- 
tained, the remainder to be kept in its de- 
pository banks. 


Your Committee, at a meeting June 5th, con- 
sidered this amended proposition and reaffirmed 
its position as above stated. 

On June 6th, a communication from the Clear- 
ing House Committee was received, stating that: 


After considerable discussion the Com- 
mittee has not yet been able to change its 
views as to the question of a cash reserve. 


Your Committee now feels that it has reached 
the limit of concessions that would prove accept- 
able to a majority of the Trust Companies rep- 
resented, and as there seems to be no present 
prospect of agreement on the question of cash 
reserve in vaults (the only question unsettled), 
your Committee respectfully submits this report 

Unless otherwise instructed by a majority of 
the signers of the memorial to the Clearing House 
Association, this Committee will consider itself 
discharged from further service. 

LEwIS S. RENSHAW, Chairman. 
F. B. KIRKBRIDE, Secretary. 


THE BANKERS TRUST COMPANY OF NEW YORK CITY. 


The deposits of the Barkers Trust Company, 
New York, have reached the twenty-five million 
mark. This has been accomplished within a 
period of practically two years, it having begun 
business April 30, 1903. These figures are un- 
precedented in the history of the financial in- 
stitutions of this country, and they reflect much 
credit upon the management. : 

Mr. J. F. Thompson, the first vice-president, 
under whose direct management the Bankers. 
Trust Company has made such rapid progress, 
is to day one of the most popular bank officials 


in New York. His long and successful bank- 
ing career, prior to his connection with this 
company, qualified him for this position, and 
when the directors, all of whom are officials. in 


other financial institutions, selected him as the 


executive officer of the “ Bankers,” they felt 
confident of the wisdom of their choice. Mr. 
Thompson has some able assistants. They are: 
Mr. T. W. Lamont, 2d vice-president; Mr. B. 
Strong, Jr., secretary; D. FE. Pomeroy, treasurer. 
The capital of the Bankers is $1,000,000, sur- 
plus $500,000 and undivided profits $236,121. 


“WHERE HEALTH AND PLEASURE WAIT.” 


“Where Health and Pleasure Wait,’ a fold- 
er issued by the New York Central Railroad 
Company, is the most artistic production yet 
issued by that Company. It abounds with illus- 
trations of scenes among the Thousand Islands, 
the Adirondacks, Niagara Falls, and interesting 
spots in the New England coast regions, all pre- 
sented to the eye in nature’s own color. The 


center page has a panoramic view of the village 
of Saranac Lake, Adirondack Mountains, so ex- 
quisitely printed in green that the verdure seems 
natural, and one is made to feel the beauty of 
the scene. It is well worth sending for a copy, 
which will be sent on receipt of a 2 cent stamp 
to George H. Daniels, G. P. A., Grand Central 
Station, New York. 
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THIS department is carried on for the benefit of all subscribers, who are entitled to submit 
questions of general interest, and expect prompt and careful consideration thereof, without 


large. 
made to the contrary. 


The names and places of those submitting inquiries are published, unless special request 


For unpublished replies, of a private nature, a reasonable charge is made. 


Interest-Bearing Time Certificates of Deposit. 


Power of issue denied to N. Y. S:ate banks but permitted to trust companies. 


WHITE PLAINS, N. Y., June 23, 1905. 
Lditer Banking Law Journal: 

DEAR SIR:—In your JOURNAL for June, on 
page 405, in article headed “Savings Depart- 
ments In National Banks,” we find the following: 

rhe national banks are the only class of cor- 
porations organized under laws other than those 

f a State, that can do business in a State under 
authority of the law of their incorporation, 
notwithstanding the business done may be some- 
thing which the State refuses to its own corpora- 
tions of like character. For example, a national 
bank in the State of New York can issue a time 
certificate of deposit. A bank organized under 
New York laws is forbidden to do this.” Will 
you please give us your authority for the state- 
ment that a State bank cannot issue time certifi- 
cates of deposit, and where you will find any- 
thing in the State banking law that prohibits it. 
The National banking law and the State bank- 
ing law, so far as their respective powers to take 
deposits are concerned, are practically identical. 

BANK PRESIDENT. 


Auswer.—Section 84 of the Banking 
Law provides the prohibition. That 
section provides that ‘‘no bank or in- 
dividual banker shall issue or put in 
circulation any bill or note of such bank 
or banker, unless the same shall be 
made payable on demand and without 
interest, except bills of exchange on 
foreign countries or places beyond the 
limits or the jurisdiction of the United 
States, which bills may be made pay- 


able at or within the customary usance 
or at or within ninety days sight, and 
except certificates of deposit payable 
on presentation, with or without inter- 
est, to bearer or to the order of a person 
named therein; but no such certificate 
of deposit shall be issued except as 
representing money actually on de- 
posit.” 

The exception as to certificates of 
deposit was acded to the section June 
4,1886. In 1885 the Attorney-General, 
having been called upon by the Bank 
Superintendent for an opinion as to 
whether a certificate of deposit issued 
by astate bank and payable at a speci- 
fied time after date with interest was 
in violation of the section, held that it 
was, basing his opinion on the previcus 
authorities. The amendment of 1886 
only permits interest bearing certifi- 
cates of deposit payable on presenta- 
tion; it does not extend to certificates 
payable at a specified time after date; 
hence our statement that a stute bank 
cannot issue time certificatesof deposit. 

The prohibition, we believe, extends 
only to state banks and individuzl 
bankers. The trust companies assume 
the power under subdivision 9 of sec- 
tion 156 of the Banking Law which pro- 
vides that ‘‘ when moneys, orsecurities 
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for moneys, are borrowed or received 
on deposit, or for investment, the bonds 
or obligations of the company may be 
given therefor, but it shall havenoright 
to issue bills to circulate as money.” 


LAW JOURNAL. 


In this power or privilege of issuin; 
time interest-bearing certificates o 
deposit, the trust companies seem t 
have the advantage of the banks of th 
state. 


Payment of Stolen Checks Signed in Blank. 


Where a depositor carelessly leaves his check, signed in blank, in an accessible place, is he responsible, or is the bank t! 
loser, where it pays the check after having been stolen and filled out? 


-———, Va., June 14, 1905. 
Lditor Banking Law Journal: 

DEAR SIR:—Will you kindly give us your 
opinion through the JOURNAL on the following 
question, which was occasioned by Section 34 
of the Negotiable Instruments Law, N. Y. Act: 

Brown, a business man, signs a check in 
blank, at his desk, drawn on a bank where he 
has a deposit and does his banking business. 
He leaves the check, thus signed in blank, lay 
on his desk where it can be picked up by a party 
without authority. 

Jones, a party who has no authority from the 
merchant, gets hold of the check, fills it up for 
an amount, and negotiates it. Brown’s bank 
receives it in the course of business from a 
corresponding bank ina distant city and pays 
the check without any notice of the circum- 
stances attending the issue. 

Subsequently Brown notifies the bank that 
the check is an improper charge against his ac- 
count, and claims the bank must refund the 
money. 

Who is the loser under these circumstances ? 

SUBSCRIBER. 


Answer.--The facts stated raise a 
question of great importance to banks. 
Customers frequently sign a number of 
checks in blank in their check book, to 
be filled out by some confidential clerk, 
and used as occasion requires. If the 
check book or a single check, signed in 
blank, is left in an unlocked safe or 
drawer, or upon a desk, and a person 
without authority—a thief—steals a 
check, fills it out and it is paid by the 
bank without negligence on itsown part, 
the question is important whether the 


customer is responsible, or whether th: 
bank will bethe loser. 

In the first place it is the settled law 
that the customer would not be liable 
in such a case to an innocent purchaser 
of the check for value. If a man signs 
his name to a blank check or note but 
has not issued or delivered it, and care- 
lessly leaves the signed blank on his 
desk from whenceit is stolen, filled out 
and negotiated, the courts do not recog- 
nize any responsibility on the part of 
the signer to an innocent purchaser. 
There is no valid contract ; it is mere 
waste paper. Concerning the theory of 
liability on the ground of negligence, 
one judicial view is that the signer 
owes no duty to any one, therefore is 
not negligent ; and anotheris, that even 
though negligent in leaving his signa- 
ture around, such negligence is not the 
proximate, but the remote, cause of 
the loss. Intervening between the 
signer’s carelessness, and the loss by 
purchase, is the commission of a crime 
which thesigner had a right to believe 
would never be committed ; therefore 
his negligence is too remote a cause of 
the loss to make him responsible. We 
will not cite all the cases which preceded 
and support the rule which is now ex- 
pressed by the Negotiable Instruments 
Law, but will merely cite one of the 
leading ones* and quote the provision of 


* Baxendale v. Bennett, 40 L. T. Rep. 23. 
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he law (Sec. 34 N. Y. Act, Sec. 15 Va. 
\ct): 

‘Where an incomplete instrument 
.as not been delivered it will not, if 
completed and negotiated, without au- 
thority, be a valid contract in the hands 
of any holder, as against any person 
whose signature was placed thereon be- 
fore delivery.” 

But the question is somewhat differ- 
ent as between customer and banker. 
While the general public is under no 
duty to purchase any man’s check and 
there is no responsible duty on the part 
of a depositor to th® general public to 
safeguard his signature, the bank is 
under contract with its customer to 
honor his genuine signed checks. There 
is therefore a duty on the part of the 
customer to his banker in connection 
with the execution of his checks, and 
the only question is whether this duty 
is so extensive as to comprehend the 
safeguarding of his signature and make 
him responsible where he leaves it care- 
lessly lagging around upon a blank 
check, wffich is stolen and paid by the 
bank. We strongly stand for the propo- 
sition that the customer is responsible 
to the bank in such a case either on the 
theory of responsible negligence, or up- 
on the principle that where one of two 
innocent persons must suffer from the 
fault of a third, he who placed it within 
the power of the third person to do the 
wrongful act, must be the sufferer. 
True there are some judicial expressions 
to the contrary, but these fall short of 
positive judicial decision and we believe 
any bank, which has paid a check signed 
by its depositor, without negligence on 
its own-part, which turns out to have 
been signed in blank and stolen from an 
accessible place where it has been care- 
lessly left, has fair ground of maintain- 
ing, in the courts, the responsibility of 
its depositor for the loss. 
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The furthest the courts have gone 
in holding the bank protected and the 
customer responsible for negligence in 
connection with acheck is the old Eng- 
lish case of Young v. Grote.* A cus- 
tomer executed acheck for £52 but the 
‘fifty’ was commenced with a small 
letter in the middle of the line and the 
figures ‘‘52"’ were some distance from 
the pound mark. The check wasaltered 
by the customer’s clerk by inserting 
‘*three hundred and” and ‘‘3” before 
words and figures respectively and he 
obtained the whole amount from the 
bank. The customer was held charge- 
able, by reason of his negligence in 
carelessly drawing the check. 

But this case has been distinguished 
from one of stolen blank signature be- 
cause here the drawer voluntarily parted 
with the instrument and it was not got 
from him by the commission of a 
crime, while in the case of the stolen 
blank signature, he has not voluntarily 
put into any one’s hands the means of 
committing a crime; the distinction 
being deemed important with refer- 
ence to the responsibility for negli- 
gence. + 

Your own Court of Appeals of Vir- 
ginia} has cited this case of Young v. 
Grote as illustrating the character of 
negligence by a depositor, charged with 
the duty of ordinary diligence and care, 
that would impose the loss upon him ; 
but the court refused to extend the 
principle to hold a depositor liable for 
negligence where he gavehis check for 
$ro to a stranger, in place of currency, 
and the latter raised it to $500 and 
cashed it at the bank. The court said 
that to make the drawer liable the neg- 
ligence must be immediately connected 

+ Baxendale v. Bennett, supra. 

t Young v. Nolting, 94 Va., 263. 
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with theforgery. Thenegligence here 
was too remote. The drawing of the 
check in favor of the stranger was not 
the proximate cause of the loss. The 
forgery was the immedi:te cause and 
that could have been as readily perpe- 
trated by an acquaintance. The court 
refused to hold that the mere giving a 
check to a stranger was sufficient evi- 
dence of negligence to excuse the bank 
and impose the loss upon the drawer. 

But, of course, there is less careless- 
ness in giving a check to a stranger in 
exchange for cash, than in carelessly 
leaving blank signed checks around 
where they can be picked up by any 
body, filledin andcashed; andinsucha 
case we believe the Courtof Appeals of 
Virginia would hold the depositor lia- 
ble, either on the theory of responsible 
negligence—not too remote—or on the 
principle that where one of two inno- 
cent parties must suffer fom the act of 
a third, he who put it in the power of 
the third person to do the injury must 
be the sufferer. 

There are certain expressions in 
English cases which negative the idea 
that the customer is responsib’e to the 
bank in the case we are discussing. 
For example in tne Baxendale ca:e* 
where the bona fide purchaser of an in- 
strument which had been sigred in 
blank, stolen and filled out, was held to 
have no redress, the court said by way 
of argument: ‘‘ Where is the limit if 
the defendant is estopped here? Sup- 
pose he had signed a blank check with 
no payee, date or amount, and it was 
stolen, would he be liable or account- 
able not merely to his banker, the 
drawee, but toa holder? If so, and a 
man simply wrote his name, and the 
paper was stolen from him, and some- 





* Already cited. 
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body put a form of a check ora bill 
the signature, would the signer te | 
ble? I cann>t think so.’’+ 

Sutdespit. he apparent judicial vi: 
in some of the older cases that a bank 
was in the same boat with a purchase) 
that neither had ny redress where 
unissued check or other instrume: 
signed in blank had been left careless 
around and stolen and value paid up 
it, there is no positive decision in th: 
case we are discussing which holds tha‘ 
the bank cannot charge the customer 
with the loss under such circumstances 
of negligence. To the contrary, ma\ 
be cited certain cases which skow that, 
on principle, the customer is liable. 

In the Pennsylvania case of Robb v 
Pennsylvania Co.{ the principle was 
recognized that a depositor owes a bank 
the duty of safeguarding his signature. 
The bank had pa'd checks upon which 
his fac simile signature had been placed 
thereto without authority. While recog- 
nizing the principle that the depositor 
would be responsible if he was regli- 
gent in safeguarding his signature, 
provided the bank exercised due care 
in making payment, a majority of the 
Court thought that a case of negligence 
was not made out. But two of the 
justices dissented and the following from 
the dissenting opinion, is so pertinent 
to the question under discussion that 
we quote it: 

‘‘When an account is opened at a 
bank by the deposit of money the de- 
positor leaves his genuine signatuie 
with the banker, for his guidance and 
protection in the payment of checks 
When checks are presented bearing this 
signature they must not be refused, but 
if the signature is a forgery, no matter 


+ See also Bank of Ireland v. Evans, 5 H. of 


eo (6G 04. 42% 


t15 B. L. J. $92. 
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s*& 
ow skilfully it is done or how difficult 
detection, they must not be paid. 
‘he contract which the Commercial 
.w raises upon a deposit of money 
ith the bankeris that the deposit shall 
paid out only to the depositor or his 
ler. Payment upon a forged check 
is therefore no payment and in no way 
affects the depositor. Aut if the de- 
positor executes a check and for any rea- 
leaves tt on his table whére tt is 
found by another, who fills tt up, pre- 
sents it atthe bank and receives payment 
pon it, this is a good payment by the 
k, and the lossis that of the depositor 

t the check was signed by him * * * 
One of two innocent persons must suf- 
fer because of the payment of the 
check and the law determines that the 
loss shall fall upon him whose act or 
omission made the loss possible. If the 
depositor had not signed his check and 
left it where it was possible for a crim- 
inal to appropriate it palpably the loss 
could not have happened.” And the 
opinion continues by urging that the 
principle stated applied to the case be- 
fore it. 

The above language, of course, is 
only that of a dissenting opinion, but 
the main opinion did not decide to the 
contrary on the point we are illustrat- 
ing but also recognized the principle of 
responsible duty by a customer to his 
banker in the matter of safeguarding 
his signature. 

It has been held in Massachusetts* 
that a depositor who leaves his check 
book laying around is not guilty of negli- 
gence where his clerk forges his name 
and the bank pays the checks; that the 
bank must bear the loss. But this is 
an entirely different case from that of 
leaving a signed blank check laying 
around. Further, the Supreme Court 





* McIntosh v. Bank, 123 Mass. 393. 
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of Massachusetts have recognized the 
distinction between the duty acustomer 
owes to his banker and that which a 
man owes to the general public in the 
matter of safeguarding his signature. 
In the case of Greenfield Bank v. Stow- 
ell,* where the maker of a carelessly 
executed note was held not liable to a 
bona fide holder of the note, altered 
after issue, the court said: ‘‘ The maker 
of a promissory note holds no such re- 
lation to the indorsees thereof as a cus- 
tomer does tohisbanker. The relation 
between banker and customer is created 
by their own contract, by which the 
banker is bound to honor the custom- 
er’s drafts, and if the negligence of the 
customer affords opportunity to a clerk 
or other person in his employ to add to 
the termsof the draft and thereby mis- 
lead the banker, the customer may well 
be held liable to the banker.”” This 
was said in view of the Young v. Grote 
decision where the customer carelessly 
executed and issued his check, a differ- 
ent species of carelessness from that of 
not safeguarding his signature, the last 
stated carelessness, however, as we 
claim, making him equally responsible 
to his banker for loss sustained. 

We have referred to the cases which 
are nearest to the question under dis- 
cussion and in conclusion would say 
that while, under the rule of the Nego- 
tiable Instruments Lawacheck, signed 
in blank, carelessly left about and then 
stolen, would not carry any responsi- 
bility on the part of a drawerto a bona 
fide purchaser, yet, with respect to the 
bank paying such a check without neg- 
ligence, we believe the correct law to 
be that the depositor, and not the 
banker is responsible for the loss sus- 
tained in such a case, for reasons above 
set forth. 


* 123 Mass. 196. 
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Stopping Payment of Certificate of Deposit. 


Where payee of negotiable certificate notifies bank it has been obtained from him by fraud, and tenders indem: 
bank should withhold payment and interplead payee and holder. 


PORTLAND, OREGON, May 31, 1905. 
Editor Banking Law Journal: 
DEAR SIR :—Our Certificates of Deposit read 
as follows: 


——— NATIONAL BANK, 
OF PORTLAND, OREGON. 
$175. No. 27,000. 

May 31, 1905. 
.. John Smith. nas deposited in this bank 
One hundred and seventy five......Dollars 

Payable to the order of self. 

Not over one hundred eighty * 180* 

On return of this Certificate properly endorsed. 

, President. 
| (CERTIFICATE OF DEPOSIT not subject to check.) 





The question has arisen as to whether or not 
a bank, receiving notice from its customer to 
stop payment of a Certificate of Deposit, which 
he claimed was obtained from him by fraud, 
can legally do so. 

It has always been my contention that the 
bank receiving notice from the payee of a Cer- 
tificate of Deposit to stop payment of same is 
bound to respect the notice, refusing to pay the 


Certificate when presented, and if there 
question as to who is the owner of same 
file an interpleader and let the Courts de 
to whom the bank is topay the money. Ou! 
claim to the contrary, and I wish you wou 
write me fully in regard to the matter. citi: 
decisions. If there is no decision on the su 
ject, kindly outline what, in your judgment, 
the proper course for a bank to pursue und 
the circumstances. 


Yours very truly, 
CASHIER. 

Answer.—This question is discussed 
at length in an article elsewhere in the 
Journal. A mere equity of the payee 
against the holder would not justify 
the bank in stopping payment and en- 
title it to interplead the parties; but 
where the certificate is obtained from 
the payee by fraud, or illegality, the 
bank should respect his notice of the 
facts and, upon receiving satisfactory 
indemnity, withhold payment and in- 
terplead the parties. 


Necessity of Protest of Local Check Indorsed in Another State. 


Opinion expressed that a check, drawn and payable in one state, indorsed in another state, does not require protest 
to preserve the liability of the foreign indorser. 


PORTLAND, OREGON, May 31, 1905. 
Editor Banking Law Journal : 

DEAR SiR:—A draws his check for $50 
payable to B in another State. B indorses it 
over to C. C deposits the check with his bank. 
Bank forwards check for collection to the bank 
upon which it is drawn with instructions to pro- 
test if not paid. Payment of same is refused, 
and bank does not protest, and returns same 
unpaid, claiming that it is an inland bill of ex- 
change, and, under the Negotiable Instruments 
Law, it is not necessary to protest the same in 
order to hold the indorsers. I claim to the 


contrary. Yours very truly, atin 


Answer.—This inquiry raises the 
question whether the indorsement, in 
another state, of an inland bill of ex- 
change or check, changes the character 
of the instrument to a foreign bill of 
exchange, so far as the indorser is 
concerned, so as to make protest upon 
dishonor necessary to preserve the in- 
dorser’s liability. The check above 
described was drawn and payable in 
the same state, hence was an inland 
bill, but having been indorsed in an- 
other state the question, as stated, 
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rises whether it is a foreign bill of 
exchange as to the indorser, so as to 
require protest asto him, therule being 
at protest is necessary (as distin- 
vuished from permissible) in case of 
foreign bills, and if not protested, the 
drawer and indorsers are discharged. 

The statement is frequently- made 
by the courts that an indorsement is 
equivalent to the drawing of a new bill. 
For example, to quote from a recent 
case,* the Court of Appeals of Colo- 
rado use this language: ‘‘ It is settled 
by undisputed authority that an in- 
dorsement of a negotiable instrument, 
is not only a transfer of the instrument, 
but that it is an original, independent 
contract, equivalent to the drawing of 
a new bill on the maker and drawer, or 
acceptor, as the case may be, of the 
instrument that is indorsed. By this 
independent contract the indorser is 
regarded as undertaking to pay at the 
place where his indorsement is made 
in the event of dishonor and due notice, 
and, in the making of it, is not consid- 
ered as merely adopting the date, 
place and time of the bill or note which 
he indorses. This being true, it neces- 
sarily follows and is equally well set- 
tled by the almost universal current 
of authority, that, in determining the 
liabilities and obligations growing out 
of this contract of indorsement, the in- 
dorser is bound by the law of the place 
where he made the indorsement, even 
though the instrument, bill or note, 
which he indorsed, was expressly pay- 
able elsewhere.” 

If this language were to be accepted 
as the guiding principle, it would seem 
to follow that when a man, in one 
state, indorses a bill or check which 
was drawn and is payable in another, 





* Sullivan v. German Nat. Bank, 19 B. L. J., 
PP. 774, 775- 


he becomes the drawer of a foreign 
bill of exchange upon a drawee in 
another state and that protest, upon 
dishonor, would be necessary to pre- 
serve his liability. But let us examine 
to see if this is so. 

In two cases, one in Kentucky and 
one in Maine, decided many years ago, 
the view was taken that protest was 
necessary to preserve the liability of 
an indorser, in one state, of an instru- 
ment payable in another, but not origi- 
nally a foreign bill of exchange. In 
the Kentucky case,* where a certificate 
of deposit issued by a bank in Cincin- 
nati, Ohio, was indorsed by the payee 
to another in Newport, Kentucky, the 
court held that the act of indorsing 
was equivalent to that of a new draw- 
ing and, as the certificate was payable 
in another state, it was placed on the 
footing of a foreign bill of exchange and 
protest fornon-payment was indispens- 
ably necessary to hold the indorser. 
In the Maine case,+ a note payable in 
another state, which had been indorsed, 
was treated asa foreign bill so far as 
to admit the protest as evidence in a 
suit against the indorser. 

But there have been cases to thecon- 
trary. In a New York case,{ where 
a promissory note made in New York, 
payable in New Orleans, wasindorsed in 
New York, the court held in an action 
against theindorser, that the certificate 
of protest of the Louisiana notary was 
not proof of the facts, as the law is 
settled, the court said, that it is only in 
relation to foreign bills of exchange, 
that protest of a foreign notary can 
be admitted as evidence, and the 
note in suit was not a foreign Dill 





~* Piner v. Clary, 17 B. Mon. year 1856. 
+t Ticonic Bank v. Stackpole, 41 Me, 302; 
year 1856. 


t Kirtland v. Wanzer, 2 Duer, 278. 





554 THE BANKING 


of exchange. Here, then, indorse- 
ment in New York of a promissory 
note payable in Louisiana was not 
sufficient to constitute the indorser 
the drawer of a foreign bill upon the 
makers in Louisiana. Also in a Vir- 
giniacase* where a promissory note was 
made and payablein New York, indorsed 
in Virginia, and suit brought by the 
holder against the indorser in Virginia, 
it was held that the certificate of pro- 
test of the New York notary was not 
legal evidence of dishonor; the protest 
was evidence only in the case of for- 
eign bills of exchange and the note in 
suit was not such. 

If such indorsement in a foreign state 
does not constitute the drawing of a 
foreign bill of exchange by the indorser, 
so as to make the protest evidence 
against him, equally it is not the draw- 
ing of a foreign bill so as to make 
protest indispensable to preserve his 
liability. We believe the commer- 
cial view is in accord with the cases 
last stated and that a rule that pro- 
test of an inland bill or a promissory 
note is not necessary to preserve the 
liability of an indorser who may have 
put his name on it across the state line, 
best serves the end of certainty. 

The holder of an inland bill or note, 
of a character at its inception not 
requiring protest, would be put in 
doubt and confusion, if subsequent in- 
dorsements in another state made the 
instrument a foreign bill requiring pro- 
test,as to some of the indorsers, and 
an inland bill or note as to others. 

How does the Negotiable Instru- 
ments Law affect the question? Under 
the Negotiable Instruments Law ‘‘an 
inland bill of exchange is a bill which 


* Corbin v. Planters’ Nat. Bank, 87 Va., 661. 
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is, or on its face purports to be, beth 
drawn and payable within this (| 
same) state. Any other bill is a { 
eign bill. Unless the contrary appe:rs 
on the face of the bill, the holder ma. 

treat itasan inland bill.” Also ‘‘where 
a foreign bill appearing on its face ‘o 
be such is dishonored * * * it 
must be duly protested. * * * If i: 
is not so protested, the drawer and in- 
dorsers are discharged. Where a bil! 
does not appear on its face to be a for 

eign bill, protest thereof in case of dis- 
honor is unnecessary.” 

Here, we see, the necessity of pro- 
test does not depend entirely upon the 
inherent character of the bill, but upon 
what its face shows. The holder may 
treat it as an inland bill, unless it ap- 
pears upon its face to be a foreign bill. 
This answers the question submitted. 
The check in question appears on its 
face to be an inland bill. Hence the 
holder may treat it as such, even 
against a foreign indorser, and pro- 
test is not necessary to preserve his 
liability. Even if the indorser in an- 
other state added to his indorsement 
the foreign place where drawn, this 
would not make it appear ow its face as 
a foreign bill. 

The provision of the Negotiable In- 
struments Law thata bill may be treated 
as an inland bill, unless it appears on 
its face as a foreign bill, preserves the 
original character of an inland bill, so 
far as the non-necessity of protest is 
concerned, throughout, and enables 
the holder to treat it as an inland bill, 
notwithstanding its back may be cov- 
ered with as many foreign indorse- 
ments as there are placards of foreign 
hotels pasted on the traveling bag of 
a returning American tourist. 
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AT THE BANKERS’ CONVENTIONS. 


}0RROWING BANKS AND OFFICIALS.—Let 

‘irst consider borrowing banks and borrow- 

» bank officials. In order that I may be 

rly understood, I wish to say that I believe 
banks may borrow temporarily when they find 
cessary to increase their reserves, but they 
ould not be steady borrowers. I am of the 
inion that banks should be created to loan, 

1. to borrow money. I am well aware that 

re are arguments which will be offered in 
support of the “bank borrowing theory.” 

My banking experience covers a period of 
thirty-two years—fifteen of which have been 
spent in country banks, and I feel the importance 
of impressing upon others, that in my opinion, 
the banks who make a business of “borrowing 
money” for other purposes than for temporarily 
increasing their reserves, have a mistaken idea 
of the functions of a bank. 

Loans if properly selected in many cases 
would relieve the necessity of banks borrowing 
money. The banker should carefully seiect his 
paper, so that he has in his files a liberal per- 
centage (probably one-third of his entire line 
of loans) consisting of well selected outside 
paper or notes, that will be paid at maturity. 
This will keep the assets of his bank in elastic 
form and enable him to meet shrinkage in his 
deposits within his own means, in most cases. 

By borrowing bank officials I do not mean 
that a bank official having proper collateral, 
should be prohibited from borrowing. I refer 
to the bank official who lends his personal 
credit by endorsing notes, etc. given to support 
outside companies and institutions with which 
he is connected; he, in some instances, asking 
the correspondents of his bank, to make him 
personal loans to be used for the purpose of 
assisting his outside enterprises. In my judg- 
ment, he should carefully avoid this course, for 
if followed, trouble will surely come. A man 
who engages in the banking business, either 
closes the door on speculation and outside 
schemes of the least doubtful character, or in- 
vites serious results. 

My friends, bank officials must not speculate, 


and I cannot impress upon you strongly enough 
the importance of following this admonition. 
—D. A. MOULTON, OF CHICAGO, AT MISSOURI 
BANKERS’ CONVENTION. 





BANK TAXATION IN MISSOURI.—I am glad 
to report that bank taxation in Missouri is yrad- 
ually becoming more uniform, and that few 
banks are now paying taxes on a higher rate of 
assessment than that fixed by the State Board 
of Equalization, while many banks in the State 
are assessed on a lower basis than that fixed by 
the State Board. 

Your taxation committee could do more ef- 
fective work if it had the united support of all 
the bankers in the State, and I am confident 
that a general demand, emanating from a ma- 
jority of the banks, would soon cause Missouri 
banks to be assessed at the same rate at which 
other personal property is assessed. 

Your committee gathered a large amount of 
data from the various counties of the State, 
which they presented to the State Board of 
Equalization, and, while the board did not fix 
the rate of assessment as low as your committee 
thought they should, yet we feel that we are 
making progress and believe that in the course 
of a short time, a dollar invested in bank stock 
in Missouri, will not be assessed at any higher 
rate than a dollar invested in any other line of 
business.—J. P. HINTON, Chairman, Committee 
on Taxation. 





NEGOTIABLE INSTRUMENTS LAW IN MIs- 
SOURI.—Your committee on legislation was ex- 
ceedingly fortunate this year in having the hearty 
co-operation of the president of this organiza- 
tion as a member of the Legislature. Owing 
to the watchfulness of the president, it was ne- 
cessary to call but one meeting of the committee, 
which was held at Jefferson City on February 
15. The principal discussion entered into at this 
meeting was regarding the Negotiable Instru- 
ments bill and the bill proposing a reduction in 
the contract rate of interest to 7 per cent. 

The, committee appeared in a body before the 
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Senate Committee in behalf of the Negotiable In- 
struments bill. On that occasion it had the as- 
sistance of Mr. J. H. Bothwell, who appeared 
in behalf of the St. Louis clearing house. 

I am glad to report that the Negotiable In- 
struments bill was passed, and will become 
effective June 17, after which date Missouri will 
have a Negotiable Instruments law, conform- 
ing to like laws in twenty-seven other states. | 
am also glad to report that the bill proposing a 
reduction on the contract rate of interest was 
not passed. Considerable correspondence was 
sent out from the office of the secretary re- 
garding legislative matters, and your commit- 
tee had the united and hearty support of the en- 
tire official force of this organization REPORT 
OF COMMITTEE ON LEGISLATION. 


COMPENSATION OF BANK'S COLLECTION 
DEPARTMENT.—Your committee appointed 
for the purpose of suggesting a plan by which 
a more reasonable compensation could be 
earned by the banks in their collection depart- 
ments would report that in their undertaking 
the aim has been to propose an agreement, 
simple in character, by which each bank might 
derive a profit from every item handled. To 
effect this purpose we propose that the bank at 
destination point of items should remit in New 
York or exchange on same point where bank 
sending collections is located and charge one- 
eighth of 1 per cent when the item comes from a 
member of the agreement or from a bank with- 
out the State for remittance, and one-quarter of 
I per cent when it comes from or bears the 
endorsement of a non-member. Thus, items 
coming from out of South Carolina would go 
either direct to destination or in total to the 
banks in the larger cities in the State for the 
purpose of convenience and safety, the sending 
bank not knowing the standing ofall the various 
smaller banks. In the Jatter circumstances the 
city bank would charge one-eighth on home 
items and not less than three-sixteenths on inte- 
rior items, namely, one-sixteenth for their ser- 
vices, and one-eighth to offset the amount they 
in turn would be charged by the interior banks. 

In case where a bank maintains with its re- 
serve correspondent an average balance of 
$5,000 or over each month, or has only one 
southern reciprocal reserve correspondent, the 
-reserve correspondent may make any recipro- 
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cal terms it may think best in regard to « . 
tion items, but only as to such iten S 
are deposited over the counter of the de- 
positing bank. By a balance of $5,000 
month, in the succeeding month unrest 
rates may be granted. Banks in the ; 
ment to send items to participating S 
whenever possible, which action, couple 

the charge of one-quarter of 1 per ce! 
items endorsed by non-participating 
should be a compelling influence in det: - 
ing banks to join the agreement. 

Believing that the success of any plan de- 
pends upon the co-operation by a majority of 
the banks, we would respectfully suggest 
the above proposition, with any amendment 
that you may wish to add, be referred to all 
the banks of the State, with the request | 
they consider it not only from the standpoin 
their respective interests as they now app: 
but with due regard to future competition and 
conditions, and that a committee be appointed 
for that purpose.—REPORT OF COLLEC1ION 
AND EXCHANGE COMMITTEE 10 SOUTH 
CAROLINA BANKERS’ ASSOCIATION ; referred 
back to Committee for further investigation. 


DiscOUNTS By TRUST COMPANIES IN 
PENNSYLVANIA.—Report of Committee ap- 
pointed to interview Bank Commissioner rela- 
tive to trust companies discounting commercial 
paper, was made to Pennsylvania Bankers’ 
Association, as follows: 


To Robert E. James, Esq., Chairman, Trust Com- 
pany Section, Pennsylvania Bankers’ Associa- 
tion, Easton, Pa. 


My DEAR SIR: 

The committee appointed by yourself at the 
late annual meeting of the Trust Company 
Section, to interview the Commissioner of 
Banking of Pennsylvania, regarding the circu- 
lar recently issued by him calling the attention 
of the trust companies of Pennsylvania to the 
question of discounting commercial paper, 
respectfully report : 

That all the members of the committee, ac- 
companied by yourself as President of the 
Trust Company Section, had the pleasure of a 
personal interview with the Commissioner of 
Banking, the Hon. Robert McAfee, and with 
his deputy, Mr. John W. Morrison. We can- 
vassed with them the whole subject of the 
rights of trust companies to discount, as 
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we as to purchase commercial paper. 
hese officials desire to put no obstacle in the 
way of the trust companies of the State in 
making proper purchases of paper, but do 
insist that the trust companies have not the 
right of discounting. Discounting means the 
taking of interest in advance, and accounting 

is profit before the same is earned. The 
Department does not object to the purchase of 
commercial or other paper, provided the com- 
panies carry it on their books at the face value 

which it was purchased, avoiding the credit- 
ng of interest until the amount is repaid when 
the amount of the loan as well as the interest 
could be credited on the books of the company. 
This avoids all such useless shifts as the 
taking of a bill of sale, or taking a collateral 
note, with the commercial paper as the col- 
ateral. 

This would appear to be a simple method of 
meeting the desires of the Department without 
any unnecessary embarrassment to the trust 
companies, and violates no law. 

We recommend that you have this report 
printed and forwarded to members of the 
Association in the State of Pennsylvania. Your 
Committee begs leaves to submit this report. 

Respectfully yours, 
F, G. Hopson, Chairman. 
NORRISTOWN PaA.,, February 17, 1905. 


COMMONWEALTH OF PENNSYLVANIA, } 
BANKING DEPARTMENT, > 
HARRISBURG, June 7th, 1905. 


R. BE. James, Chairman, Trust Company Section, 
Pennsylvania Bankers’ Association, Easton, Pa. 


My DEAR SIR: 

1am in receipt of your letter of the fifth in- 
Stant, enclosing the report of the Committee of 
he ‘Trust Company Section of the Pennsyl- 
vania Bankers’ Association, with reference to 
the circular letter issued from this Department 
regarding discounting. 

I have to say, in reply thereto, that the re- 
port of the Committee is in accordance with the 
understanding had with it at the interview held 
n Harrisburg, and is satisfactory to the De- 
partment. I return herewith the report. 

Very respectfully, 
ROBERT MCAFEE, 
* Commissioner of Banking. 


BANK DEPOSIT INSURANCE.—Mr. Presi- 
dent, Gentlemen of the Convention: Your 
Committee on Bank Deposit Insurance beg 
leave to report as follows: Namely, that each 
individual member of this committee, after con- 
siderable investigation and discussion, are of 
the opinion : 

First—That insurance of bank deposits is in 
line with the growing tendency of the business 
world to provide against sudden and unfore- 
seen disasters, from whatever cause. 

Second—That such protection would not 
only be a great relief and advantage to de- 
positors, but would add greatly to the stability 
and safety of our banks, and by reason of the 
greater confidence that would be inspired in 
the people, would increase the deposits to such 
an extent that greater profits would accrue to 
the banks than they now enjoy. 

Third—That these beneficent results would 
best be effected by a tax on the deposits of all 
banks under national or State supervision, for 
the purpose of creating an adequate insurance 
fund, such tax to be levied by the Federal 
Government on national banks, and by the 
State government on State banks. 

Fourth— That the American Bankers’ As- 
sociation should take the initiative in this 
matter, and at its next convention appoint a 
committee to investigate this subject and re- 
port to the next following convention of said 
association. 

We therefore recommend that the delegates 
from this association to the Convention of the 
American Bankers’ Association to be held in 
the city of Washington October 24-27, 1905, be 
instructed to use their best endeavors to secure 
the appointment of such committee.—Report 
of COMMITTEE ON BANK DEPOSIT INSUR- 
ANCE TO IOWA BANKERS’ ASSOCIATION. 
After discussion a motion to adopt this report 
was laid on the table by a vote of 116 to 94. 


Lost CERTIFICATES OF DEPOSIT.—Where- 
as, ithas been suggested to this committee 
that a resolution should be prepared, having 
reference to a change in the law, regarding re- 
covery on lost certificates, it is reported that it 
is the sense of the committee that some state- 
ment should be included in each certificate 
issued which would prevent recovery thereon 
except in such an instance as the same is 
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properly and genuinely endorsed and that it 
would not be practicable to recommend any 
law to the legislature on the subject as the 
same would doubtless interfere with the gener- 
al law of negotiability of instruments.—RE- 
PORTED BY COMMITTEE ON RESOLUTIONS TO 
loOwA BANKERS’ CONVENTION, AND REPORT 
ADOPTED. 


“IT have a matter here | would like to make 
as a suggestion. The ordinary certificate of 
deposit issued by the banks of the State seems 
to subject banks to a loss, through loss of certi- 
ficate or other forms of collusion. Such 
negotiable certificates are not in current use as 
negotiable paper and if they are desired by the 
payee to use as negotiable paper the remedy 
seems to be within reach. I recommend to 
your consideratlon that you issue certificates 
that are not negotiable. Then the certificate 
presented after you had paid it, by some other 
party, would not be good.”—G. L. TREMAIN, 
AT lOWA BANKERS’ CONVENTION. 

VOUCHER CHECK.—We respectfully recom- 
mend that the following form of voucher check 
be adopted by this association, and as a reason 
for its recommendation we respectfully submit 
herewith the copy of a letter which was sent out 
by the associated banks of Jacksonville, and 
which will be self explanatory: 

At a meeting of the Jacksonville Clearing 
Association, held April 18, 1905, the question of 
the negotiability of certain voucher checks was 
fully discussed, and Messrs. Geo. R. De Saus- 
sure and E. W. Lane were appointed’a commit- 
tee to draw up such a form of voucher check 
as would be negotiable; also to get up a suit- 
able letter to send tothe customers of the clear- 
ing banks, explaining the reason why certain of 
these voucher checks are not negotiable, and 
why they should not be received on deposit. 
Both under the general law, and Florida stat- 
utes, an instrument to be negotiable, must con- 
tain an unconditional promise, or order, to pay 
a certain sum in money. This requirement of 
an unconditional promise to pay is necessary to 
make the instrument negotiable, as specifically 
stated in the Florida general act relating to 
negotiable instruments, chapter 4524, section I, 
acts of 1897, and it is further declared in section 
4, paragraph 3, of said act, that an instrument 
payable upon a contingency is not negotiable, 
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and that the happening of the event does not 
cure the defect. 

When a voucher check contains a provisio 
that when properly approved and receipted, « 
when simply properly receipted, it becomes a 
check on a bank or a sight draft on the trea 
urer or cashier of some company or corporatio 
or firm, it does not comply with the above men- 
tioned law, because it is not an uncondition« 
order to pay a sum certain in money. These 
vouchers, therefore, when coupled with the con 
dition that they must be receipted before p 
ment is made, are non-negotiable, and are rea 
under the Florida statutes, nothing more than 
assignable instruments. The voucher check, 
coupled with the condition that it be receipted 
before payment, becomes merely a conditional 
order for the payment of money, and, therefore, 
an uncertain and dangerous instrument for the 
drawing of money from:a bank, introducing as 
it does, many questions in the transaction of 
rights and liabilities of the parties, which donot 
attach to the ordinary negotiable checks or 
drafts. 

As many of the forms of voucher checks now 
in use, by reason of containing conditions upon 
which their payment depends, are not negoti- 
able instruments, and as they are generally de- 
posited in banks by the recipient and credited 
as cash by the depository, their non-negotiable 
character makes them unsatisfactory items of 
deposit, for whenever the issuer refuses payment 
because of unfulfilled conditions or because of 
some other matter of defense, the bank is left 
with a non-negotiable document on its hands, 
not enforceable against the issuer, and with its 
sole recourse upon its depositor. 

The Jacksonville Clearing Association having 
thus clearly pointed out to the customers of the 
various banks the danger lurking in those non- 
negotiable voucher checks, beg to request that 
they co-operate with them in discontinuing their 
use, with a view to ultimately stopping the 
custom.—F ROM REPORT OF EXECUTIVE COM- 
MITTEE TO FLORIDA BANKERS’ ASSOCIATION. 


DUE DILIGENCE INMAKING COLLECTIONS. 
—We have corresponded with Mr. L. C. Mas- 
sey, chairman of your legislative committee, 
and agreed that a bill be introduced defining 
what shall constitute due diligence on the part 
of a bank in the collection of checks, drafts, 
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tes and other negotiable instruments, and 
fixing the liability of the drawer, maker, guar- 
ntor, surety and indorser. There has never 
een a decision rendered that would settle this 
juestion in this State, and therefore we deemed 
to the interest of the banks throughout the 
State to have this bill pass. We regret to ad- 
that the bill failed to pass. We hope that 
‘ry member of this association will act as a 
nmittee of one and urge his Representative 
vote for this bill at the next Legislature — 
M REPORT OF EXECUTIVE COMMITTEE 

) FLORIDA BANKERS’ ASSOCIATION, 
rHeE TRUST COMPANY AS A FINANCIAL 
FACTOR.—When one stops to consider that the 
trust companies of the United States in their 
combined resources represent more than 23 
per cent. of the banking resources of the United 
States, and practically 10 per cent. of the bank- 
ing resources of the world, the importance of 
the trust company to this government is force- 
fully impressed upon one’s mind. It is within 
the past decade that the British consol, primar- 
ily on account of the war in South Africa, 
dropped not only below par but as low as 
eighty six cents on the dollar. Within the past 
six months Japan and Russia were obliged to 
sell their securities on a higher basis than six 
per cent. interest per annum. It may be—it is 
certainly within the realm of possibilities—that 
the financial requirements of this government as 
a nation through war with some powerful for- 
eign government, may tax the resources not 
only of the government itself, but of all its fin- 
ancial institutions to the fullest extent. Great 


THE WHEELS 


The wheels of progress have revolved so 
rapidly since the dawn of the twentieth century 
that even Bellamy’s great work on what the 
future may bring forth is being realized far in 
advance of that great author's predictions. 
Dinner in New York and breakfast in Chicago, 
or vice versa, that is practically what the “2oth 
Century Limited” train on the Lake Shore and 
New York Central has brought about, in its 
eighteen-hour schedule between the two great 
money centers. And while these “wheels of 
progress” are turning at this rapid rate, getting 
over the ground at almost the speed of a mile 
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Britain, France, Germany, Russia, Japan, China 
and the United States have all gone through 
such periods within the recollection of every 
one present. Should such a misfortune befall 
us in the next ten, twenty, thirty or forty years, 
will not the government need the assistance of 
what is to-day over 23 per cent. of the banking 
power of this country and what is destined to 
be one of its strongest financial factors? * * * 

The trust company should not only keep a 
reserve, but a strong reserve. While it was 
well enough years ago, when the trust compan- 
ies simply discharged the functions of trustee, 
registrar, executor and administrator, for them 
to keep a nominal amount of cash on hand, 
with a comparatively small amount on deposit 
with banks, that condition has now ceased to 
exist, and is so recognized to-day. The meth- 
ods applied to trust companies ten, fifteen or 
twenty years ago are not applicable to-day, 
nor are trust companies doing business on the 
lines established ten, fifteen or twenty years ago. 
If you will show me the trust company to-day 
which keeps a reserve both in cash and in bank in 
comparison with the successful national banker, 
I will show you the trust company that pays its 
stockholders not only a handsome return, but 
that is constantly developing its business. The 
surest way to retard the growth of trust com- 
panies is to decrease its reserve. The most 
certain way to develop its resources and power 
is to increase its.reserves.—FESTUS J. WADE, 
OF St. Louris, AT FIRST MASSACHUSEITS 
BANKERS AND TRUST COMPANY ASSOCIA- 
TION, OF BOSTON. 


OF PROGRESS. 


to the minute, the traveler or passenger on 
board is enjoying all the comfort and luxury 
that any of the great hostelries of the world af- 
fords. 

So perfect is the equipment of these trains, 
so well ballasted is the road-bed and so smooth 
the track, that one can write a letter without 
the slightest inconvenience. 

In addition to this wonderful train the Lake 
Shore & New York Central operate a 24 hour 
train between the two great cities, known as 
the Lake Shore Limited, which in point of 
equipment equals the 2oth Century. 





COMPARATIVE NEW YORK BANK STATEMENT. 


The following table shows the loans and deposits of the associated banks, reported to tt 
New York Clearing House for the weeks ending July 9, 1904, and July 8, 1905, respectively, 


together with a computation of the proportionate increase or decrease of deposits for the year: 





BANKS. 


Loans, 
1904 


Bank of N. Y., N. B. A..... $ 19,326, c00! 


Bank of the Manhattan Co. . 


Merchants’ National 
Mechanics’ National 
Bank of America 
Phenix National 
National City 
Chemical National 


Merchants’ Exch. National.. 


Gallatin National 


Nat. Butchers & Drovers’.. 


Mechanics & Traders’ 
Greenwich 


American Exchange Nat... 
Nat. Bank of Commerce... . 


Nat. Bank of N. America... 


Hanover National 
Irving National 


Citizens’ Central National... 


National Shoe & Leather... 


Corn Exchange 
Oriental 


Importers & Traders’ Nat.. 


National Park 

East River National 
Fourth National 
Secon’ National 
First © ational 


N. Y. National Exchange. . 


Bowery 

N. Y. County National 
German-American 
Chase National 

Fifth Avenue 

German Exchange 


Garfield National 

Fifth National 

Bank of the Metropolis 
West Side Bank 
Seaboard National 


First National, Brooklyn... 


Liberty National 


N. Y. Produce Exchange... 
New Amsterdam National.. 


Astor National 


Totals 


20,690,000 
16,818,100 
21,924,000 
25,359,000 
3,351,000 
175,655,100 
23,500,000 
5.718 600) 
8,953,700 
1,916,600 
4,038,000 
2,666,600 
39.795,000 
165.282,800 
23,849,200 
,246,800) 
6,072,500 
2,000,900| 
16,064,500 
48,060,200 
6,815,000 
15,493,200) 
2,540, 300) 
6,176,500) 
6,982,700) 
29,885,000 
7,805,000 
23,851,000) 
70,165,000 
1,111,500 
22,572,800 
9,112,000, 
96,097 ,600 
7,662,500 
3,010,000 
4,482,200 
3,534,800 
43,977,100 
9,187,200 
2,712,100 
2,743,300) 
12,116,000, 
7,534,400) 
2,497,000) 
7,289,000 
3,425,000) 
13,497,000) 
4,331,000) 
10,900, 1.00} 
4.951,000) 
5,812,900) 
4,7 36,000) 


Loans, 


19035. 


$ 18,654,000 $18 808,000) $ 18,127,000)... 


185.355,100 
24,987,600 
6,245,400 
9,197,400 | 
2,192,600 
5,342,000 
4,174,000 
30,419,400 
160,674,600 
22,204,500 
3,643,000) 
6,254,800 
2,270,100 
14,768,800 
49,806,800 
7,662,000 
16,512,300 
3,375,600 
6,998,000 
6,141,700 
30 998,000 
8,296,100 
24,381,000) 
7 3,909,000 
1,297,300 
21,108 800 
10,026,000 
104,860,000) 
8,846,000 
3,224,000 
4,81 5,900) 
4,078,900 
43,404, 300 | 
10,156,000 
2,781,300 
2,682,400 
14,078,200 | 
7,494,900) | 
2,692,000 | 
9,342,300 
3,952,000 || 
14,966,000 | 
4,791,000 | 
11,831,600)| 
5,328,500 | 
5,941,800), 
4,495,000 || 


Deposits, 
1904. 


33,295,000 
20,616, 300 
22,576,000 
28,384,100 
2,911,000 
179,906, 500 
24,608,800 
6,347,600 
7,032,500 
2,351,000 
4,874,000 
2,531,200 
24,77 2,000 
158,417,100) 
21,510,600 
3,816,100 
6,440,000 
2,592,200) 
15,340, 300 
63.243,800 
6,394,000) 
18,733,500 
2,976, 500 
6,297,200 
8,248,600) 
36,775,000) 
7,513,600 
20,991,000 
80,090,000 
1,267,400 
26,032,000) 
9,805,000, 
103.724,000) 
6,974.300 
3,500,000) 
5,840,200) 
3.395.400) 
56,551,200) 
10,218,400} 
3,453,500) 
5,102,000) 
12,895,400) 
7,517,300 
2,411,800) 
10,418,500! 
3,888,000) 
16,035,000) 
4.7 12,000) 
9.539.900 
5,173,400) 
6,563,100 
4,689,000) 


t Deposits, | Per Cent. « 


1905. 


31,548,000 
17,025,80c 
27,552,000 
26,237,200 
3-7 36,000 
181,451,600 
23,956,800 
7,151,100 
7.347 ,000 
2,845,200 
6,009,000 
4,323,100 
24.785.500 
148,723,800 
18,526,800 
4,084,200 
6,392,100 
2,782,900 
13,579,000 
58,971,400 
7,116,000 
20, 31 3,300 
3,945,600 
6,813,700 
8,067,500 
39,266,000 
9,488,200 
21,989,000 
85,419,000 
1,458,400 
24,396,000 
10,624,000 
97»599,000 
8,574.300 
3,721,000 
6,407,100) 
3,997,700 
50,593,800 
11,382,200 
4,014,300 
5,605,900) 


Inc. 


15,572,700) 2 


7,691,100) 
2,823,500 
10,940, 300 
4.572,000 
17,629,000} 
4,972,000) 
10,729, 100 
6,116,300) 
7,056,600) 


4,345,000) .. es i 


} 


Dec 


$1,078,294,800 $1,1 16,458,500, $1. 58,150,300 $1,158,305, 100 





+ United States Deposits included, $11,977,600. 





